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Auditors 
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Trans-Canada Pipe Lines Limited, a Special 
Act Company of the Parliament of Canada, 
owns and operates 3,073 miles of gas 
transmission pipeline in Canada. 

Subsidiaries (Wholly Owned) 

Aiberta Inter-field Gas Lines Limited, 
nolding a 50% interest in Great Lakes Gas 
Transmission Company, which is a 

Delaware corporation proposing to construct 
a pipeline through the United States from 
Emerson, Manitoba to Sault Ste. Marie, 

and Sarnia in Ontario. 

Banner Petroleums Limited, a corporation 
carrying out oil and gas exploration in 
western Canada and Ontario. 

Western Pipe Lines, a Special Act Company of 
the Parliament of Canada, holding certain 
lands in Canada. 


Trans-Canada Grid of Alberta Ltd., presently 


inactive. 
Index 
Corporate Information . . Inside Front Cover 
UGGS, 95 0 on (| 
Directors and Officers ee ee 
Report to Shareholders ...... .4,5 
Expo 67 6,7 Cover 
Marketing ; BRE en Atay hig. oven Canada’s Centennial Flame, using natural gas 
Gas. Supplys. pate ee ne 14 which is carried across the country by Trans- 
Planning and Development. . . .. . 12 Canada Pipe Lines Limited, burns in the Centen- 
Public Inionnartc nina = mae 1 nial Fountain in front of the Parliament Buildings 
Gperatene'in «ive Ficl aan = in Ottawa. The Flame was lighted by the Prime 
Eninioves ner tan ets Minister of Canada on New Year's Eve and will 
kK ; : Ta ae burn throughout the Centennial Year. It has 
eeping up to Date in Gas Transmission. 17 b | ont ah 
AGE ec "gh ecome a popu ar attraction in ttawa. e 
: ae eae vai ea scene Is outlined by the Centennial Symbol. 
FUN INSTEN Gtolnaipnteaiein?. - 4. 4 6 os « a IS 
Financial Statements . ... . . . 20-26 


System Map... . . . .Inside Back Cover 


les 0 p 


umber of compressor stations 


|, com 


eline (including | 


Ai i 


oop line 


‘a 


a 


-$617,578,427° 
: 3,073, 


45 


sha tests Mbes: Bop SRR te BOS 


_ $587,643,578 


2,882 
45 
545,060 


DIRECTORS 


.Th 


ompson, M.C. 
ee : 


A. Deane Nesbitt, O.B.E., D.F.C. 


. A. Bro 


James W. Kerr Marcel Vincent 
is ; 


Beverley Matthews, C.B.E., O.C. N. J. McKinnon 


feb 


W. P. Scott 


WEEN 


J. Ross Tolmie, Q.C. Gordon P. Osler 


J.R. Timmins, 0.B.£., LL.D., D.Sc T. H. Atkinson, M.C. E. L. Kennedy Smiley Raborn, Jr. Frank A. Schultz 
2 


Directors 


T. H. Atkinson, M.C., Company Director, Montreal 

R.A. Brown, Jr., President and Managing Director, Home Oil Company Limited, Calgary 

R.W. Campbell, Executive Vice-President and General Manager, Home Oil Company Limited, Calgary 
E.L. Kennedy, Partner, Lehman Brothers, New York 

James W. Kerr, Chairman of the Board and President, Trans-Canada Pipe Lines Limited, Toronto 
E. D. Loughney, Executive Vice-President, Gulf Oil Corporation, Pittsburgh 

Beverley Matthews, C.B.E., O.C., Messrs. McCarthy & McCarthy, Toronto 

N. J. McKinnon, Chairman of the Board, Canadian Imperial Bank of Commerce, Toronto 

A. Deane Nesbitt, O.B.E., D.F.C., President, Nesbitt, Thomson and Company, Limited, Montreal 
Gordon P. Osler, President, UNAS Investments Limited, Toronto 

Smiley Raborn, Jr., President, Canadian Delhi Oil Ltd., Calgary 

Frank A. Schultz, Independent Oil Operator, Dallas 

W. P. Scott, Honorary Chairman, Wood Gundy Securities Limited, Toronto 

V.W.T. Scully, C.M.G., Chairman of the Board, The Steel Company of Canada, Limited, Hamilton 
lan D. Sinclair, O.C., President, Canadian Pacific Railway Company, Montreal 

G. H. Thompson, M.C., Chairman of the Board, Calgary Power Ltd., Calgary 

J.R. Timmins, O.B.E., LL.D., D.Sc., Senior Partner, J. R. Timmins & Company, Montreal 

J. Ross Tolmie, O.C., Messrs. Herridge, Tolmie, Gray, Coyne & Blair, Ottawa 

Marcel Vincent, President, The Bell Telephone Company of Canada, Montreal 


Principal Officers 

James W. Kerr, Chairman of the Board and President 

N. John McNeill, O.C., Senior Vice-President and General Counsel 
Vernon L. Horte, Group Vice-President 

George W. Woods, C.A., Group Vice-President 

Eugene H. Holstead, Vice-President 

Walter Hindle, Vice-President, Engineering 

Carlton C. Whitaker, Vice-President, Operations 

John E. Lee, Vice-President, Planning and Development 

Donald M. Johnston, Secretary and Assistant General Counsel 


Robert G. Wall, C.A., Treasurer — 


REPORT TO SHAREHOLDERS 


The year 1966 was another year of 
steady growth for Trans-Canada Pipe 
Lines Limited. 


Operating revenues were $154,131,000 
compared with $136,973,000 in 1965. 
Net income was $16,501,000 before 
provision of $1,750,000 for dividends on 
preferred shares. 

The 1966 net income applicable to com- 
mon shares was $14,751,000 compared 
with the restated 1965 net income of 
$14,170,000. The volume of natural gas 
sold by the Company in Canadian and 
export markets increased by 12% over 
1965. 


With the approval of the National Energy 
Board, $2,298,000 of additional gas 


James W. Kerr, Chairman of the Board and President, 
second from right, in discussion with, left to right, 


George W. Woods, C.A., Group Vice-President; costs associated with the bringing of the 
N. John McNeill, Q.C., Senior Vice-President, and Great Lakes project into operation have 
Vernon L. Horte, Group Vice-President. been deferred. The portion of such defer- 


red costs relating to the year 1966 
amounted to $1,962,000, and the por- 
tion relating to the year 1965 amounted 
to $336,000. 


Net income per common share after 
deferral of these additional gas costs, 
and after provision for dividends on pre- 
ferred shares, on the average number of 
shares outstanding during the year was 
$1.86, compared to the previous year’s 
figure of $1.87. On shares outstanding 
at the year end, net income was $1.79 
per share, as compared to $1.87 a year 
earlier. Dividends totalling $1.00 per 
common share were declared during 
1966. 

Efforts were vigorously continued 
during 1966 to secure regulatory 
approval of the Great Lakes project. 
Hearings connected with the project 


have taken longer than originally 
anticipated and the delay has reduced 
earnings. On October 4, 1966, after 
certain assurances were given by Trans- 
Canada, the necessary approvals were 
received from the Canadian government. 
On January 24, 1967, hearings before 
the Federal Power Commission of the 
United States were reopened to receive 
additional evidence from the Company 
and its partners as to the assurances 
given the Canadian Government. Final 
argument before the Commission will 

be heard on April 21, 1967. In the event 
of further serious procedural delays, the 
Company will be faced with an ex- 
tensive looping program in northern 
Ontario. 

In 1966 the Company completed a con- 
struction program totalling $30,700,000. 
A significant milestone was passed 
when the first loop of the Company’s 
34-inch system from Burstall, on the 
Alberta-Saskatchewan border, to 
Winnipeg was completed on October 
28, 1966, eight years after the com- 
pletion of the original pipeline system in 
1958. The Company also completed 17 
miles of 24-inch loop of the original 
20-inch system between Maple, 
Ontario, and Montreal, and a 40-mile 
16-inch pipeline from the Alberta- 
Saskatchewan border to Unity, 
Saskatchewan. 


In May, 1966, the Company sold 
$50,000,000 of Cumulative Redeemable 
Preferred Shares in the Canadian market. 
The Company called all outstanding 
Convertible Subordinated Income De- 
bentures due in 1988 for redemption. 


Trans-Canada once again increased its 
gas supply through new purchases of 
gas reserves, and as of December 31, 
1966 had obtained approval of the Oil 
and Gas Conservation Board of Alberta 
to remove a total of 15 trillion cubic feet 
of natural gas from Alberta. 

The Company commenced in 1966 to 
diversify its operations by forming a 
wholly owned subsidiary, Banner 
Petroleums Limited, for the purpose 

of oil and gas exploration in western 
Canada and Ontario. While Banner 
plans to operate more extensively in 
western Canada, it will be drilling 
several wells in Ontario during 1967. 
The 1967 construction program, assum- 
ing timely approval of the Great Lakes 
project, will involve capital expenditures 
of $32,800,000 in Canada. 

The Company's financing plans in 

1967 cannot be determined until current 
regulatory hearings are concluded. 
Announcements will be made from 
time to time as plans develop. 

Company organization was realigned 
during 1966. N. J. McNeill, Q.C., was 
appointed Senior Vice-President of the 
Company; V. L. Horte, and G. W. Woods 
were appointed Group Vice-Presidents. 
W. Hindle was appointed Vice-Presi- 
dent, Engineering; C. C. Whitaker was 
appointed Vice-President, Operations ; 
and J. E. Lee was appointed Vice- 
President, Planning and Development. 
R. G. Wall was appointed Treasurer of 
the Company. 


It is with regret that we must record 
that in June 1966, M. A. MacPherson, 
Q.C. of Regina, a Director of the Com- 
pany since 1954, passed away. Mr. 
MacPherson, who made a great personal 
contribution to the public life of Canada 
during along and distinguished career 
in his profession, was of great assistance 
to the Company in its formative years, 
and will be deeply missed by his fellow. 
Directors. 

lan D. Sinclair, Q.C., President of the 
Canadian Pacific Railway, was appoint- 
ed to the Board of Directors. Mr. Sinclair 
brings to Trans-Canada many years of 
experience in Canadian business, and 
the Company is fortunate in securing 

his services. 

Your Board wishes to convey once 
again its appreciation of the loyal efforts 
of all employees during 1966. Their 
untiring efforts are responsible for the 
Company’s continued success. 


On behalf of the Board, 


Chairman of the Board and President. 


Toronto, Ontario 
March 14, 1967 


EXPO 67 


Trans-Canada Pipe Lines Limited, in 
co-operation with certain natural gas 
distribution companies, is marking 
Canada’s Centennial year with the 
sponsorship of the Natural Gas Hospi- 
tality Pavilion at Expo 67 in Montreal. 


The Hospitality Pavilion is located on 
Mackay Pier (Cité du Havre) inside the 
main entrance to Expo and because of its 
location Itwill become a gathering place 
for families and groups planning their 
visits to the grounds, or taking time to 
rest and relax in comfortable sur- 
roundings after a busy day. 


In addition to the public lounge, the 
Hospitality Pavilion features an assem- 
bly room, seating up to 200 persons, 
which will be used by women’s or- 
ganizations from across Canada and 
around the world. They will hold meet- 
ings, luncheons and special demonstra- 
tions, all built around the theme, 
“Woman and Her World”, an enlarge- 
ment of Expo’s general theme, ‘Man 
and His World”. 


The Hospitality Pavilion features a 
unique design concept of interlocking 
triangular masses. The exterior appear- 
ance of the building presents a dramat- 
ic soaring effect in solid form, heighten- 
ed by the use of vertical rough-sawn 
wood cladding. 


The natural gas story is dramatically 
portrayed inside the building on four 
groups of colorful panels extend- 

ing 14 feet high and carrying through the 
theme, “Natural Gas, Nature’s Wonder- 
fuel”. Each grouping features a differ- 
ent aspect of the story, including pro- 
duction and transmission, domestic 
uses and commercial and industrial 
applications. 


Natural gas which is being used exten- 
sively in Expo 67, provides the air 
conditioning and heating in the building, 
as well as fuel for cooking and water 
heating. Attractive natural gas lamps 
illuminate the terraced entrance paths 
and will form a central attraction for the 
decorative fountains around the building. 


Joining with your Company in spon- 
soring the Natural Gas Hospitality 
Pavilion are The Consumers’ Gas Com- 
pany, Union Gas Company of Canada, 
Limited and Northern and Central Gas 
Company Limited. The western Cana- 
dian segment of the natural gas industry, 
represented by Alberta and Southern 
Gas Co. Ltd., Canadian Western 

Natural Gas Company Limited and 
Northwestern Utilities Limited, are also 
assisting in the project. 

Shareholders who may be interested 

in holding meetings in the Hospitality 
Pavilion should address inquiries to 
your Company's Information 

Services department in Toronto. 


The Natural Gas Hospitality Pavilion at 

Expo 67 is shown below in relation to other 
major attractions near the entrance to Expo 
on Mackay Pier (Cité du Havre), and at right, 
the building of interlocking triangular units 

is shown as it neared completion before 
winter set in. 
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ANNUAL CANADIAN SALES BY CATEGORY 
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MARKETING 


Total sales of natural gas in 1966 by the 
Company increased 12% by volume to 
401 Bcf from 358 Bcf in 1965. Sales 

in Canada increased 14% and sales to 
United States customers increased 5%. 
Natural gas became available to an 
estimated 36 new communities in 
Canada in the areas served by Trans- 
Canada’s customers. These impressive 
gains would have been even greater had 
the Great Lakes project commenced 
operation. Deliveries of natural gas 
from Alberta commenced for the first 
time into the Unity storage field area 

to Saskatchewan Power Corporation 
upon completion of a 40-mile, 16-inch 
line from the Alberta-Saskatchewan 
border near Macklin, to Unity. With 

the initiation of this service sales to 
Saskatchewan Power increased four- 
fold. 

Deliveries also commenced to Northern 
and Central Gas Company for delivery 
to Atikokan, Ontario, for use in the 
pelletizing plant of Caland Ore 
Company Limited. Gas service com- 
menced in the twin communities of 
Rouyn-Noranda, Quebec in 1966. First 
deliveries were made by Union Gas 


Company of Canada, Limited to the new 


C-|-L plant at Courtright, Ontario. 


The State of Vermont received natural 
gas service in February 1966, when 
natural gas purchased from Trans- 
Canada was made available through the 
facilities of Vermont Gas Systems, Inc. 


Negotiations are proceeding to provide 
natural gas service from a proposed 
new line from the Trans-Canada main 
line to Rainy River and Fort Frances, 
Ontario, and International Falls in 


Minnesota. It is expected that service 
may be extended to Temiscaming, 
Quebec in 1967 or 1968. 


Increased volumes have been sold to 
Inter-City Gas Limited, Plains-Western 
Gas (Manitoba) Ltd., and to Greater 
Winnipeg Gas Company for delivery 
in 1967. 


The large industrial expansion in the 
use of natural gas now taking place in 
northern Ontario and eastern Canada 
has made it apparent that the volumes 
provided In sales contracts contingent 
on the Great Lakes project represent 
minimum rather than maximum market 
requirements. With completion of the 
Great Lakes project, very substantial 
increases are therefore anticipated in 
deliveries to these areas. 


ANNUAL GAS SALES fiscal years 1959-1966 


By Distributor 
Volumes in Mmcf 


Saskatchewan Power Corporation 
Plains-Western Gas (Manitoba) Ltd, 
Inter-City Gas Limited 
Greater Winnipeg Gas Company 
Northern and Central Gas Company 
The Consumers’ Gas Company 
Union Gas Company of Canada, Limited 
Lakeland Natural Gas Limited 
. Kingston P.U.C. 

Augusta Natural Gas Limited 
Quebec Natural Gas Corporation 
Total Canadian 
Export—Midwestern Gas Transmission 
Export—Niagara Gas Transmission 
Export—Vermont Gas Systems, Inc. 


Total Sales 


By Province 
Volumes in Mmcf 


Saskatchewan 

Manitoba 

Ontario 

Quebec 

Total Canadian 
Export—Midwestern United States 
Export—State of New York 
Export—State of Vermont 

Total Sales 


1959 
772 


1,076 
863 
6,421 
20,047 
33,214 
2,561 
652 
212 
1,950 
6,690 
74,458 


74,458 


7722 
8,360 
58,636 
6,690 
74,458 


74,458 


1960 
2,512 


1,035 
1,401 
9,087 
26,538 
41,192 
16,113 
2,443 
345 
2,162 
12,205 
115,033 
12,485 


127,518 


2,912 
11,523 
88,793 
12,205 

115,033 
12,485 


127,518 


1961 
2,977 


1,577 
1,596 
13,262 
28,872 
51,584 
20,582 
3,677 
443 
2,939 
23,780 
151,289 
59;139 


210,428 


2,977 
16,435 
108,097 
23,780 
151,289 
59,139 


210,428 


1962 
2,955 


1,406 
1,784 
15,604 
33,183 
61,535 
25,525 
5,244 
616 
4.076 
23,120 
175,048 
61,954 
257 


237,259 


2,955 
18,794 
130,179 
23,120 
175,048 
61,954 
257 


237,259 


1963 
2,958 


1,530 
1,892 
19,108 
36,223 
73,294 
33,264 
6,017 
1,006 
4,290 
27,036 
206,618 
62,785 
1,687 


271,090 


2,958 
22,530 
154,094 
27,036 
206,618 
62,785 
1,687 


271,090 


1964 
3,279 


1,980 
2,145 
23,467 
41,046 
82,860 
43,533 
7,180 
1,224 
4,823 
31,737 
243,274 
71,366 
2,078 


316,718 


3,279 
21,592 
180,666 
31,737 
243,274 
71,366 
2,078 


316,718 


1965 
3,399 


2,456 


1966 
6,224 


2,588 
2,885 
33,255 
46,841 
105,301 
65,768 
9,416 
1,555 
5,266 
41,149 


2,474 
27,406 
44,134 
96,707 
54,041 

7,748 
1,489 
4,992 
36,308 

281,154 

73,988 
3,144 


320,248 
77,148 
3,371 
— 270 


358,286 401,037 


3,399 6,224 
32,336 
209,111 
36,308 


281,154 


38,728 
234,147 
41,149 
320,248 
73,988 
3,144 


77,148 
3,371 
— 20 
358,286 401,037 


NATURAL GAS LIQUIDS 


The Empress, Alberta extraction plant 
continued to operate successfully during 
1966. This plant extracts propane, iso- 
butane, normal butane and natural 
gasoline from Trans-Canada’s natural - 
gas stream under a long-term agreement. 
Volumes up to 1.3 billion cubic feet per 
day of the Company’s gas stream have 
been processed by the plant with total 
liquids production reaching a maximum 
of 20,000 barrels per day in December, 
1966. 


The plant operator is proceeding 

with the planned expansion of the plant 
to a designed capacity of 1.5 billion 
cubic feet per day. The construction 
contract has been let and construction 
will proceed during 1967. It is estimated 
that the expanded facilities will be on 
stream December 1, 1967. With 
expanded facilities and increased pro- 
duction the time of payout of the plant 
will be accelerated, after which Trans- 
Canada will receive substantially larger 
payments. 


Natural gas is a versatile fuel and energy 
source as indicated on the opposite page. At 
upper left, a large industrial casting is strength- 
ened in the extreme natural gas heat in an 
annealing furnace. At upper right, a natural 
gas barbecue provides good cooking and 
glamor for outdoor living. Centre right, natural 
gas fired broilers in the dining room of a new 
Montreal hotel. At bottom, natural gas, rather 
than an abrasive, polishes the newly moulded 
soft drink bottles in a glass factory. 


GAS SUPPLY 


After the completion of a major gas 
purchasing program in late 1965 

to fulfill the Company’s increased 
requirements for gas, an application 
was made to the Oil and Gas Conserva- 
tion Board of Alberta early in 1966 for 
authorization to remove additional 
quantities of gas from new fields in 

the Marten Hills area and the central 
plains area of the province. As a result of 
the application, the Company’s author- 
izations were increased, and the Com- 
pany now has the right to remove gas 
from the province in the following 
volumes: 

—a maximum volume of 1,995,000 
Mcf in any 24-hour period, or 


—665,000,000 Mcf in any consecutive 
12-month period, or 


—during the term of the authorization, 

a total quantity not to exceed more than 
15,000,000,000 Mcf (of this quantity 
the Company has removed from the 
province a total of 2,086,582,000 

Mcf to the end of 1966). 

Under the permit as amended 39 new 
pools, fields and areas were added to 
the list of pools, fields and areas from 
which the Company may purchase or 
otherwise acquire gas for removal from 
the province. Deliveries from 28 of these 
new fields in the central plains area of 
the province are expected to commence 
in the fall of 1967. The Company plans 
to take delivery of gas from the new 
fields in the Marten Hills area commenc- 
ing in the fall of 1968. However, the 
Company is not obligated to do so unless 
2,000,000,000 Mcf of reserves have 
been developed in the area. 

Later in 1966, as a result of the Company 
having purchased a minor quantity 

of gas to be delivered as part of 


a conservation scheme for the Wes- 
terose oil field, another application was 
made to the Oil and Gas Conservation 
Board and approval was received to 
include this field, bringing the total 
number of fields in Alberta under permit 
to the Company to 87. 


In addition to purchasing quantities 

of uncontracted gas in previously con- 
tracted fields the Company negotiated 
and entered into contracts for reserves 
in the Brazeau and Flat Lake fields and 
negotiations are in an advanced stage 
for additional purchases of gas in the 
Lookout Butte field. The gas reserves 
contracted in these three fields, along 
with additional purchases in contracted 
fields, bring the total reserves committed 
to 17.1 Tcf of which 2.3 Tcf have been 
produced to the end of the year. After 
taking into account these additional 
purchases the total maximum daily 
quantity which will be available to the 
Company upon all of its gas purchase 
contracts being effective in the fall of 
1968 is 2,382,000 Mcf at a contract 
pressure base of 14.4 psia. 


In order to create an additional incentive 
for the continued exploration for and 
development of gas reserves, and to 
further assure itself of future supplies, 
Trans-Canada extended its gas purchas- 
ing program during the latter part of 1966 
by offering development gas purchase 
contracts in areas of the province of 
Alberta inwhich exploration and geolog- 
ical considerations indicate the prob- 
ability of the development of substantial 
new gas reserves. 
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PLANNING AND DEVELOPMENT 


Banner Petroleums Limited 

During 1966 Trans-Canada Pipe Lines 
Limited incorporated Banner Petroleums 
Limited, for the purpose of carrying out 
oil and gas exploration in western 
Canada and Ontario. 

While Banner intends to operate more 
extensively in western Canada, Banner 
has acquired an interest, with partners, 
in oil and gas leases covering approxti- 
mately 39,000 acres in southwestern 
Ontario. A gravity meter survey has 
been run in the area, and further 
geophysical exploration has been 
undertaken. It is anticipated that 
several wells will be drilled in Ontario 
in 1967. The development of additional 
natural gas reserves in western Canada 
and gas reserves and storage facilities. 
adjacent to major eastern Canadian 
markets are closely allied to Trans- 
Canada’s primary business of natural 
gas transmission, and the entry of 
Trans-Canada into the Canadian 
natural gas and oil exploration industry 
is considered to be an appropriate basis 
for diversification by the Company. 


Future Developments in Natural Gas 
While Canada’s gas industry marks 
120 years of progress during this Cen- 
tennial year, the future for natural gas 
appears even more exciting than has 
been its growth and development 

in the past. 


The use of natural gas to reduce air 
pollution is becoming more widely 
recognized. 


The use of natural gas to produce 
petrochemicals is a rapidly expanding 
field. Fertilizers for more abundant crops 
around the world are being synthesized 
increasingly from natural gas. Natural 
gas also will make synthetic fibres for 
clothing and synthetic detergents In 
which to wash the clothing. From 
printer’s ink to plastic parts for automo- 


biles and boats, products will rely more 
and more on natural gas for their origin. 
Sharply increased volumes of natural 
gas are also being used in the 
benefication of iron ore. 


Scientists are working on a project 

to produce electricity directly from 
natural gas. Experiments with the gas 
fuel cell, the thermoelectric generator, 
the thermionic converter and the mag- 
netohydrodynamic converter are all 
directed towards the generation of 
electric energy directly from natural gas. 
Using very little space, these innovations 
will operate at an efficiency twice as 
great as present power plants. 


The electrical energy produced by a fuel 
cell comes from the chemical reaction 
between oxygen and natural gas. Experi- 
ments under way may lead to auto- 
mobiles and tractors operating silently 
from energy derived from banks of 

fuel cells. 


In the home, gas appliance manufac- 
turers are perfecting a unique method of 
year-round climate control. An econom- 
ical natural gas-fired air conditioning 
system is being developed which can 
both heat and cool. Asmaller model may 
act as a window air conditioner. 


Another development is the thermo- 
catalytic natural gas burner. It produces 
heat without flame. Energy is released 
by the chemical reaction between 
natural gas and air mixed in proper pro- 
portions. This release takes place inside 
a narrow tube which may be bent or 
shaped in any form and in any position. 


Scientists may be about to achieve a 
breakthrough in the use of liquid natural 
gas as a fuel for the supersonic jet aircraft 
which will carry persons at speeds 

of 2,000 miles an hour. Such a develop- 
ment would result in the airports at 
Toronto and Montreal requiring about a 
billion cubic feet of natural gas a day. 
This is more than the present total 
consumption in eastern Canada. 


The blue flame of natural gas, the fuel 
of many thousand uses, is about to begin 
a new era of service, versatility and 
dependability. 


PUBLIC INFORMATION 


One of the information programs which 
the Company has been pleased to carry 
out has been the provision of non- 
commercial information on natural gas 
to Canada’s elementary and secondary 
school students. 


This program, designed with the ap- 
proval of provincial Departments of 
Education to fit into Economics, Geog- 
raphy and Organic Chemistry studies, 
includes two film strips ‘“The Fossil and 
The Flame” and the “Chemistry of 
Natural Gas’, and the use of two Com- 
pany films showing the construction 
and operation of the Company’s main 
line. This material and supporting 
pamphlets, booklets and maps are made 
available free of charge. 


Covers for text books emphasizing 
Child Safety and Canada’s Centennial 
Year are also distributed. 


In 1966 the program received the Public 
Relations Achievement Award of the 
American Gas Association in the cate- 
gory “School Activities”. 


During 1966 Trans-Canada participated 
with four of its distributor customers 

in Ontario in an extensive television, 
newspaper and magazine advertising 
campaign illustrating the uses of natural 
gas in the home. 


Trans-Canada employees learn first-hand of 
the operations of the Company. At upper left, 
opposite, Toronto office staff members visit 

a compressor station, and at upper right and 
in the lower picture they inspect the ditching 
and coating and wrapping of the pipe during 
the looping near Toronto of the line 

to Montreal. 
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OPERATIONS IN THE FIELD 


1966 Construction 

In 1966, Trans-Canada constructed 

89 miles of 34-inch pipeline in Saskat- 
chewan and Manitoba to complete the 
first loop of its 34-inch system. Some 17 
miles of 24-inch pipeline were laid be- 
tween Maple and Markham, Ontario, 
representing the commencement of the 
first loop of the Company’s 20-inch 
system between Toronto and Montreal. 
A 40-mile, 16-inch pipeline was com- 
pleted from the Alberta-Saskatchewan 
border near Macklin to the Unity Gas 
Storage field area. In September and 
October some 166 miles of the Com- 
pany’s original 34-inch system were 
internally sandblasted to improve 
pipeline throughput performance. Modi- 
fications and additions were made at 
four of the Company’s compressor 
stations which had the effect of raising 
total available horsepower from 545,060 
horsepower to 574,160 horsepower. 


1967 Construction (Planned) 

Under the Company’s proposed 1967 
construction program 48,400 horse- 
power in new compression facilities will 
be added to the system In western 
Canada and an additional 420 miles of 
34-inch pipe will be sandblasted. 


An 11,000 horsepower mobile com- 
pressor will also be added in western 
Canada. The National Energy Board has 
approved the addition of 19.3 miles of 
36-inch loop line in Manitoba and north- 
western Ontario. 


Compression facilities will be increased 
by 16,600 horsepower in Ontario, in- 
cluding a new compressor station near 
Brockville. Upon approval of the Great 
Lakes project 13.8 miles of 36-inch 
pipe will be laid between Sarnia, Ontario 
and the Dawn field storage area. Great 


Concrete weights, weighing 6,400 pounds 
each, are placed over the 34-inch pipe, during 
looping, where the pipeline crosses a marshy 
area in Saskatchewan. The heavy weights 
hold the pipe securely in the ditch. 


Lakes Gas Transmission Company will 
construct 160 miles of 36-inch pipeline 
from the Austin field storage area in 
Michigan and one 10,200 horsepower 
compressor station. If the Company Is 
unable to commence construction of 
the Great Lakes project as planned, a 
major expansion program would be 
commenced In northern Ontario in 1967. 


1968 Construction (Planned) 

In 1968 it is planned that the Great Lakes 
Gas Transmission Company will con- 
struct 832 miles of 36-inch pipeline from 
a point near Emerson, Manitoba, across 
the states of Minnesota, Wisconsin and 
Michigan to Austin, Michigan, and will 
also construct four compressor stations. 
Trans-Canada plans to complete a 
seven-mile lateral from the Great Lakes 
Gas Transmission Company system at 
the International Boundary near Sault 
Ste. Marie, Michigan, to Sault Ste. 
Marie, Ontario. The Company will also 
apply to build a 124-mile large diameter 
pipeline from the Dawn field storage 
area to Hamilton. The Company presently 
plans to add 90,300 horsepower in new 
compression facilities and 272 miles of 
36-inch pipeline to its system in western 
Canada in 1968. Itis also planned to 
construct 40 miles of pipeline from 
Vaudreuil to Candiac in the province of 
Quebec. 


EMPLOYEE BENEFITS 


Late in 1966 the Company’s operations 
came under the provisions of the Canada 
Labour (Safety) Code, the latest in a 
series of legislative acts extending to 
federal works and undertakings. Be- 
cause of the nature of the Company’s 
business, safety of employees and safety 
in operation have always been given 
the highest priority by Trans-Canada. 
Commencing January 1, 1967 the 
Company has added to the benefit plans 
for employees a Salary Continuance 
Benefit Plan to protect employees who 
by reasons of health are unable to 
continue working. 
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Station Compressor horsepower 
No. Location Existing 1966 Total 
2 Burstall, Sask. 20,400 13,800 34,200 
5 Cabri, Sask. 17,570 = 17,570 
9 Herbert, Sask. 17,570 = 17,570 
13. Caron, Sask. 29,100 = 29,100 
17 Regina, Sask. 17,570 = 17,570 
21 Grenfell, Sask. 17,700 = 17,700 
25 Moosomin, Sask. 20,400 — 20,400 
30 Rapid City, Man. 17,700 = 17,700 
34 Portage la Prairie, Man. 17,700 — 17,700 
41 Ile des Chénes, Man. 15,900 12,100 28,000 
43 Spruce, Man. 12,100 — 12,100 
45 Falcon Lake, Man. 12,000 — 12,000 
49 Kenora, Ont. 13,600 1,600 15,200 
52 Vermilion Bay, Ont. 12,100 — 12,100 
55 Dryden, Ont. 12,000 — 12,000 
58 Ignace, Ont. 13,600 1,600 15,200 
60 Martin, Ont. 12,100 — 12,100 
62 Upsala, Ont. 12,000 — 12,000 
64 ~~ Raith, Ont. 12,100 — 12,100 
68 Port Arthur, Ont. 12,500 — 12,500 
70 ~—Hurkeitt, Ont. 12,100 — 12,100 
75 Nipigon, Ont. 12,400 — 12,400 
77 ~~ Jellicoe, Ont. 12,100 — 12,100 
80 Geraldton, Ont. 12,500 — 12,500 
84 Klotz Lake, Ont. 12,100 = 12,100 
86 Hearst, Ont. 12,000 —~ 12,000 
88  Calstock, Ont. 12,100 — 12,100 
92  Mattice, Ont. 10,000 — 10,000 
95 Kapuskasing, Ont. 7,200 — 7,200 
99 Smooth Rock Falls, Ont. 9,900 = 9,900 
102 Potter, Ont. 12,100 — 12,100 
105 Ramore, Ont. 10,000 = 10,000 
107 Swastika, Ont. 7,200 — 7,200 
110 Haileybury, Ont. 7,700 = 7,700 
112 Marten River, Ont. 7,200 = 7,200 
116 North Bay, Ont. 10,400 — 10,400 
119 Sundridge, Ont. 7,200 — 7,200 
123 Bracebridge, Ont. 9,900 — 9,900 
127 Barrie, Ont. 7,200 = 7,200 
130 Maple, Ont. 4,500 = 4,500 
134 Bowmanville, Ont. 3,000 = 3,000 
136 Cobourg, Ont. 6,000 = 6,000 
139 Belleville, Ont. 3,000 = 3,000 
142 Kingston, Ont. 6,000 _ 6,000 
802 Candiac, Quebec 550 a 550 
Mobile Compressor Units 15,000 15,000 


Total 545,060 29,100 574,160 


The upper picture on the opposite page shows 
a welder making a tie-in during the looping 

of the 34-inch line in western Canada in 1966. 
All welds in the Trans-Canada pipeline system 
are X-rayed. The lower picture shows a 12,100 
horsepower centrifugal compressor in northern 
Ontario, powered by a jet aircraft type turbine. 


KEEPING UP TO DATE IN 
NATURAL GAS TRANSMISSION 


Gas transmission equipment requires 
continuous modernization and improve- 
ment to improve the utilization of capital 
investment and reduce unit transporta- 
tion costs. During its eight years of 
operations Trans-Canada has been a 
leader in developing new methods to 
improve operating efficiency and lower 
costs. These are some of the accom- 
plishments: 


Reduction of Installed Cost Per 
Horsepower by Installing New 
Compressor Equipment 


Installed 
Year Type of Unit Cost per HP 
1958 — Reciprocating Engine $400 
1960 Gas Turbines (Industrial Type) $325 
1962 Gas Turbines (Industrial Type) $280 
1964 Gas Turbines (Industrial Type) $192 
1964 Gas Turbines (Aircraft Type) $140 


Automation 

Commencing in 1960, 6,000 miles of 
telemetry facilities were installed or 
leased by the Trans-Canada system. This 
enabled the increasing automation of 
stations commencing in 1962 and the 
installation of a computer in late 1965 to 
control the entire pipeline system, lead- 
ing to savings in fuel consumption, a 
major operating expense, and a signifi- 
cant increase in throughput thus in- 
creasing sales revenues. 


Improved Meter Station Design 

By improving metering station designs, 
measurement station costs have been 
reduced by 25%. 


Better Planned Maintenance 

Through the use of mobile compressor 
stations from 7,500 horsepower to 
11,000 horsepower, which can be 
moved from station to station and 
attached to the system as required addi- 
tional pipeline security, reduction in 
“down” time, and savings through better 
maintenance planning and lower in- 
ventories of spare parts have been 
achieved. 


Pipeline Flow Efficiency 

All new pipeline laid since 1962 has 
been internally coated with Epoxy resin 
plastic to provide an extremely hard 
surface which reduces the roughness of 
the internal wall ofthe pipe. During 1966, 
the first phase of sandblasting of the 
original 34-inch line was undertaken. 
The effect of these programs has been to 
improve the throughput in these sections 
of pipe by approximately 10%. 


SHAREHOLDERS 


As at December 31, 1966, Trans- 
Canada Pipe Lines Limited had 35,241 
shareholders. Of these, 30,704 were 
resident in Canada, holding 94% of the 
outstanding shares. 


Trans-Canada Pipe Lines Common Stock 
Share Distribution as at December 31, 1966 


No. of No. of 

Shareholders Shares 

Newfoundland 44 3,406 
Prince Edward Island 84 5,161 
Nova Scotia 724 62,186 
New Brunswick 490 30,882 
Quebec 3,985 2,630,731 
Ontario 13,576 2,536,602 
Manitoba 1,883 233,203 
Saskatchewan 1,043 72,350 
Alberta 4059 1,721,546 
British Columbia 4801 425,158 
Yukon Territory 15 500 
Total Canadian 30,704 7,721,725 
U.S.A. 4,183 418,902 
United Kingdom 151 62,269 
Others 203 22,603 


Overall Total 35,241 8,225,499 


Trans-Canada has embarked on a program of 
sandblasting the inside of its 34-inch diameter 
pipe to increase the natural gas throughput. 

In the picture at upper left on the opposite 
page, sand and natural gas are being injected 
into the pipe, at upper right an opening is 
about to be cut into the pipe through which 
the sand and gas will be ejected, as shown 
in the lower picture. 


COMMENTARY ON 1966 FINANCIAL STATEMENTS 


Net income for 1966 amounted to 
$16,500,714. The amount applicable 
to the common shares after provision of 
$1,749,666 for preferred dividends was 
$14,751,048. This compares with 
$14,170,392 for 1965 (as restated). 

As set out in Note 2 to the financial 
statements a portion of the cost of 
natural gas being imported from the 
United States has been deferred. 


Operating revenues in 1966 totalled 
$154,130,564 as compared with 
$136,973,179 in 1965, an increase of 
13%. Cost of gas sold and gathering 
charges of $82,886,761 increased by 
21% over 1965. This disproportionate 
increase in cost of gas sold and 
gathering charges resulted from the 
importation in 1966 of large quantities 
of natural gas from the United States 
and the repurchase of gas from one 

of the distributor customers. These 
short-term arrangements for addi- 
tional supply, which have been made at 
costs in excess of the Company’s selling 
prices, permit the orderly development 
of markets in eastern Canada during the 
period immediately prior to the com- 
mencement of deliveries from western 
Canada through the Great Lakes system. 


During 1966 depreciation was provided 
at the rate of 2% on pipeline, 3%% on 
compressor stations and other trans- 
mission plant and at various rates on 
general plant equipment. These 

rates are consistent with those used 
since 1962 and are based on estimates 
of physical and economic life. 

Interest and other deductions for 1966 
totalled $22,164,869 and was lower by 
$1,822,489 than 1965. This reduction, 
is offset by dividends on $50,000,000 
Cumulative Redeemable Preferred 
Shares sold on May 17, 1966. Issued 

in association with the preferred shares 
were 499,951 Share Purchase Warrants 
each entitling the holders to purchase 
one common share for $41 to April 30, 
1976. 

The cost of servicing debt which is pay- 
able in United States dollars was greater 
by $1,458,000 in 1966 than if the Cana- 
dian dollar had been at par with the 
United States dollar. However, the 
interest rates on long term borrowings 


in United States dollars are lower than 
corresponding interest rates on long 
term borrowings in Canadian dollars. 


No income taxes have been payable by 
the Company to date. This results from 
claiming certain deductions for income 
tax purposes, principally depreciation, 
in excess of the amounts charged to 
income in the accounts. 


Funds generated from operations during 
1966 amounted to $30,780,369, equiva- 
lent to $3.74 per common share out- 
standing December 31, 1966, compared 
with $3.67 per share in 1965. 

During 1966 the number of common 
shares issued and outstanding increased 
by 630,764 shares and totalled 
8,225,499 at December 31, 1966. This 
increase resulted principally from the 
conversion into common shares at the 
rate of $26 per share of $16,437,900 

5% Convertible Subordinated Income 
Debentures due 1988. This issue of 
debentures was called for redemption 
during 1966, and the balance of 
$120,100 was redeemed on August 16, 
1966. 

The Company has invested to December 
31,1966, $9,811,277 in Great Lakes 
Gas Transmission Company. This in- 
vestment is proposed to be increased 
during 1967 to the equivalent of U.S. 
$17,000,000 completing the planned 
equity investment in this Company. In 
addition to this investment, the Com- 
pany is carrying at December 31, 1966, 
as deferred charges relating to the 

Great Lakes project $2,298,051 of 
“additional costs of gas’’ and $2,796,662 
of preliminary charges. The nature of 
these amounts is more fully explained in 
Note 2 to the financial statements. 
During 1966 capital stock expense of 
$4,621,800 was written off to Premium 
on Common Shares. This expense was 
previously carried as a deferred charge. 
Dividends totalling $1.983 per share 
were declared during 1966 on the $2.80 
Cumulative Redeemable Preferred 
Shares (at the rate of 70¢ per quarter 
from May 17, 1966) and four quarterly 
dividends of 25¢ per share were declared 
on common shares. 
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CONSOLIDATED BALANCE SHEET December 31, 1966 (with comparative figures at December 31, 1965) 


ASSETS 


Plant, property and equipment (Note 1) 
Gas transmission plant—at cost 
Less accumulated depreciation . 


Investment in and advances to Great 
Lakes Gas Transmission Company— 
at cost. (Note 2) sc 


Special refundable tax 


Current assets 

Cash®. Sie: 

Accounts receivable . SiN eae 
Materials and supplies—at average cost 
Line pack gas—at cost . 

Prepayments and deposits . . 


Deferred charges 
Unamortized debt discount and expense 
Capital stock expense : 
Great Lakes project (Note 2) 
Preliminary charges 
Additional costs of gas . 
Other . 


See accompanying notes to financial statements. 


1966 


$617,578,427 
O1328;552 


536,249,875 


DBI 277 


403,781 


479,938 
16,364,959 
2,107,980 
1,017,430 
104,683 


20,074,990 


Aht95 276 


2,796,662 
2,298,051 
396,788 


V2.0 VOLE 


$579,150,700 


1965 


$587,643,578 
67,569,896 


520,073,682 


119,417 


753,682 
13,925,017 
1,984,220 
933,188 
48,459 


17,644,566 


2d bo 
1,960,658 


1,802,033 
336,207 
129,805 


12,448,421 


$550,286,086 


TRANS-CANADA PIPE LINES LIMITED AND SUBSIDIARY COMPANIES 


LIABILITIES 1966 


Shareholders’ equity 
Capital stock (Notes 3 and 4) 
Preferred—Authorized—1,000,000 $2.80 cumulative 
redeemable shares of a par value of $50.00 per share 
—Issued and outstanding 
PIOGs OOO OOOshares so eg a ee $ 50,000,000 
Common—Authorized—10,000,000 shares of a par value of 
$1.00 per share 
—Issued and outstanding 
mono =o a 409 SHATES we nk aes se 8,225,499 
1965—7,594,735 shares . . 


58,225,499 
Premium on common shares—per Consolidated Statement. . . 87,668,077 
Retained Earnings—per Consolidated Statement. . . .... 25,610,447 
SiamenerelScC CUNT cee cay a ww fac aS bake Vote 171,504,023 
PriOreeCHLCEE CIN OC Og Ae Pog een kk ea ee ew 6,568,907 
POMOMOTIMOUGUEINGTOO)M 8. 5 ee el Sa ia vec be ae ey 359,236,514 
EV a MeL 1G MTs ee a ene gl eg es a we 1,900,000 
Current liabilities 
Boner Gent GUE WIThIN One year. =. 02 0 ee a 16,542,566 
Peer BS Valk eeeot a, Oolitee Pk bE Ue hg ee. gp ee ee wh 15,235,886 
| SO et CT TET OS OC Re A re a 5,406,429 
BUR OCI aNO DCMI ky Ges a) fe eR ees 2;1D0737 9 
39,941,256 


$579,150,700 


Approved on behalf of the Board: 


J. W. Kerr, Director 


ee NC 


Beverley Matthews, Director 


wae 


1965 


7,094,739 


7,594,735 
76,523,082 
19,145,384 


103,263,201 


7,663,724 
3915819207 
10,078,125 
16,501,497 
13,359,374 


5,702,214 
1,898,684 


37,461,769 


$550,286,086 
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CONSOLIDATED STATEMENTS Year ended December 31, 1966 (with comparative figures for 1965) 


INCOME 1966 1965 
Operating revenues pis) s)he ee eae en $154,130,564 $136,973,179 
Operating expenses 
Cost of gas sold and gathering charges (Note 2). ...... 82,886,761 68,550,083 
Operation and maintenance . . Fg ae Ui Ratan ned eee 16,944,553 15,496,369 
Amortization of Deferred Credit (Note By. ia peng Oe Sone Ole hese ae (1,094,817) (1,094,817) 
Depreciation. (Noted) | oon. 2 ei Yara ek atta es tees nee 14,281,658 13,574,422 
Taxés—provincial and municipal em pies aes ne tmuan ae sata 2,446,826 27209072 
115,464,981 98,815,429 
Operating Protit:.. ke. Siu Ne eS Rea oe enact oe te a 38,665,583 38,157,750 
Interest and other deductions 
Interest on long term debt... . . Me cha easel a Aihc ont, 22,244,574 22,315,961 
Amortization of debt discount and eypence bemoan aot sai fg 1,172,814 1,222,174 
Other interest expenSes iii six Svcs ai) eae en cane ened rei nian 297,823 1,208,041 
Other income (credit) ... . WAI ROE Munn Se Uranus es een (499,367) (22 Nea} 
Interest charged to construction fared. SEAT eT a ea oe (1,050,975) (736,697) 
22,164,869 23,987,358 
Net income for the year (Note below) . . ......... $ 16,500,714 §, 14,170,392 
NOTE: Net income applicable to common shares 
Net income for the year (above) . . Hee PS oe S.. 16,500)7 14 $ 74,170,392 
Less provision for dividends on preferred tra ais ie 1 V. 1966. 
(date: ofissue) to Decenben3 1 too ww Marie vee an ie tere nn ears 1,749,666 — 
Net income applicable to-COMMON SHAleS at ano Lee ie eee $ 14,751,048 $ 74,170,392 


RETAINED EARNINGS 


Balance: at beginning -otyear7y > sires amen op ae me ieee at) remee trata $ 19,145,384 $ 12,547,542 
Net income foryear 2 j) rsa eee ie isa aimee tel die weet are gees ie 16,500,714 14,170,392 
35,646,098 26,717,934 
Dividends declared 
Preferred (Note belows) ii cie ey Soe anil k EL iat Gat ee i ae eam 1,983,000 — 
COMUIMIONN aif 8 al A) ee TORE ae na i cea AON errr aa 8,052,651 TOT 2.5590) 
10,035,651 7,572,550 
Balance atiend: of Wear ein i ithe ee ucpeamey Den Tia Lene ea eine teeer hee eR $ 25,610,447 $ 19,145,384 


NOTE: Preferred dividends have been declared to cover the period from May 17, 1966 (date of issue) to February 1, 1967. 
Of this amount $1,749,666 applies to 7966. 


See accompanying notes to financial statements. 


CONSOLIDATED STATEMENTS Year ended December 31, 1966 (with comparative figures for 1965) 


PREMIUM ON COMMON SHARES 1966 1965 
Balance at beginning of year $76,523,082 $75,370,530 
Premium on shares issued 
on conversion of 54% Subordinated Convertible Income Notes 
EUV NESTS 4 2, opt el nS ini ak aligns ay 1h eed Pie, ed a er a — 446,096 
on conversion of 5% Convertible Subordinated Income 
Debentures . 
due 1988 RNG SOME th Sree arcs pees Pee 13:726,750 681,050 
CUS © Sane ee eee ne Bo tin, ete yee ma AO Sed ah LIGETI gs 560 — 
Hiscder incentive stock. Option Pian: 2)... some eee ee 37,485 25,406 
92,289,877 76,523,082 
Capital stock expense written off . 4,621,800 — 
Balance at end of year . $87,668,077 $76,523,082 
STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
Funds were derived as follows: 
Current operations 
Net income Spee: $16,500,714 $14,170,392 
Add back non-cash items 
Depreciation . 14,281,658 lap 4 A 22 
Other (net) (2,003) 1-35,095 
30,780,369 27,880,709 
Issue of securities—net proceeds 
bieoorirstviomoace Pipe Line Bonds <u) 2 he as = eel. — 42,932,756 
$2.80 Cumulative Redeemable Preferred Shares . .... . 47,829,967 — 
OMIM MOOS Alek ees MURee OER AL. Gan Meee TN Se. Ue Meno eho 39,085 26,506 
$78,649,421 $70,839,971 
Funds were applied as follows: 
Additions to plant, property and equipment . $30,627,704 $25,956,806 
Great Lakes project 
Investment in and advances to Great Lakes 
Gas Transmission Company . Bere lereae Wi) aiid 9,691,860 119,417 
PLENUM EU ONTO) OSs ce ee Weepdees Bet ead oa fa) ve) ne oe eels 994,629 1,060,022 
Additional costs of gas . 1,961,844 336,207 
Repayment of bank loans . OS igealieo 2/°3034,25 
Retirement of long term debt . 16,722,045 8,345,603 
Dividends 
Preferred 1,983,000 — 
Common Ce SE Ame Bene) Pane tela ie ER LAS te 7 8,052,651 YER LES Tee) 
Soe lal Te LUMCAe TAX a kt te uy Mba Rta ne! hae yg VM eC a e 403,781 a 
Oy eee Re ens rn eae ee tc cr ts 41,776 (154,172) 
Increase (decrease) in working capital, exclusive 
of changes in current portion of long term debt . (7,994) ____ 300,413 
$70,839,971 


$78,649,421 


See accompanying notes to financial statements. 
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NOTES to Consolidated Financial Statements December 31, 1966 


1. Plant, property and equipment 
The Trans-Canada natural gas transmission system extends from the 
Province of Alberta across the Provinces of Saskatchewan, Manitoba and 
Ontario and through a portion of the Province of Quebec. 

The Company has provided for depreciation at the rate of 2% on pipe- 
line, 34% on compressor stations and other transmission plant and at 
various rates on general plant equipment. 


2. Great Lakes project 

Great Lakes Gas Transmission Company is a United States corporation 
owned equally by the Company and American Natural Gas Company of 
Detroit. Great Lakes Gas Transmission Company is engaged in a project to 
construct a 36-inch pipeline from Emerson, Manitoba, through Minnesota, 
Wisconsin and Michigan to Sarnia, Ontario, estimated to cost approxi- 
mately U.S. $200,000,000. The pipeline will serve as a loop of the Trans- 
Canada transmission system. The necessary authorizations associated 
with this project have been received from the National Energy Board and 
the Alberta Oil and Gas Conservation Board in Canada. Approval has not, 
as yet, been received from the Federal Power Commission in the United 
States to construct this pipeline and to implement certain agreements 
which are an integral part of the project. It is proposed that the Company 
and American Natural Gas Company will each invest approximately 
U.S. $17,000,000 in common shares of Great Lakes Gas Transmission 
Company and that the balance of its requirements will be raised by Great 
Lakes Gas Transmission Company from the sale of first mortgage bonds 
and other securities. 

To December 31, 1966 the Company has invested $9,811,277 in Great 
Lakes Gas Transmission Company and American Natural Gas Company 
has invested approximately the same amount. These funds have been used 
by Great Lakes Gas Transmission Company to purchase pipe, equipment 
and right-of-way. Approximately 95% of the investment in Great Lakes 
Gas Transmission Company is represented by pipe and equipment stock- 
piled at various locations. If the Great Lakes project should not proceed, 
this pipe and equipment will be available to the Company and to American 
Natural Gas Company or for sale to third parties and the loss, if any, will be 
written off to retained earnings. 

The preliminary charges of $2,796,662 represent principally engineering, 
consulting, regulatory and right-of-way acquisition costs incurred by the 
Company in connection with the Great Lakes project. The major portion of 
these costs will be charged to Great Lakes Gas Transmission Company. 
It is proposed that amounts not charged to Great Lakes Gas Transmission 
Company will be carried in the accounts of the Company and amortized 
over future periods in association with the benefits to be derived from the 
Great Lakes project. 

The Company has entered into short-term contracts for the purchase 
of natural gas from suppliers in the United States to assist in the orderly 
development of markets in eastern Canada prior to the commencement of 
deliveries from western Canada through the Great Lakes system. The 
difference between the actual cost of this short-term supply and the 
ultimate selling price of gas at the storage fields near Dawn, Ontario, from 
the Great Lakes system, is considered to be one of the costs of bringing 
the Great Lakes system into operation. As a result up to December 31, 
1966 $2,298,051 has been deferred, of which amount $1,961,844 is ap- 
plicable to 1966 and $336,207 to 1965. Accordingly, the 1965 net income 
is now restated as $14,170,392 compared with $13,834,185 previously 
published. The amounts deferred will be amortized to operating expenses 
over an estimated 15-year period commencing with deliveries from the 
Great Lakes system at the rate of %° per Mcf of throughput. This pro- 
cedure has been approved by the National Energy Board for accounting 
purposes. The Board has reserved for future consideration the appropriate 
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treatment of these costs as they relate to traffic, tolls and tariffs. 

If the Great Lakes project does not proceed, all the deferred charges 
associated with the project, including those for additional costs of gas, 
will be written off to retained earnings. 


3. Capital stock 

On May 17, 1966, 1,000,000 $2.80 Cumulative Redeemable Preferred 
Shares of a par value of $50.00 per share were issued to underwriters for a 
cash consideration of $50,000,000. The shares are redeemable at the 
option of the Company at $52.50 per share to May 1, 1971 and thereafter 
at redemption prices reducing in progressive steps to $50.50 per share after 
May 1, 1977. On February 1, 1969, the Company is required, subject to 
certain conditions, to create a purchase fund equal to 2% of the par value 
of the preferred shares outstanding on December 31, 1968. This purchase 
fund is to be applied, subject to certain conditions, to purchase preferred 
shares for cancellation to the extent, if any, that such shares are available 
at a price not exceeding $50.00 per share. On each February 1 thereafter, 
the Company is required to bring the balance in the purchase fund up to 
an amount equivalent to 2% of the par value of the preferred shares out- 
standing on the preceding December 31. As at December 31, 1966, 
499,951 Share Purchase Warrants, which had been issued in association 
with the sale of the preferred shares, were outstanding. Each warrant is 
exercisable to April 30, 1976 and entitles its holder to purchase one com- 
mon share for $41.00 or at such adjustment of that price as may be required 
to be made under the terms of the warrant. 499,951 common shares are 
reserved for the exercise of outstanding Share Purchase Warrants. 

During 1966, 629,150 common shares were issued on conversion of 
$16,437,900 5% Convertible Subordinated Income Debentures due 1988. 
This issue was called for redemption during 1966 and the remaining 
balance of $120,100 was redeemed on August 16, 1966. 

The 5% Convertible Subordinated Income Debentures due 1989 are 
convertible to December 1, 1974 into common shares at a conversion 
price of $41.00 per share or at such adjustment of that price as may be 
required to be made under the terms of these convertible debentures. At 
the option of the Company these convertible debentures are redeemable 
after December 1, 1967. During 1966, $600 of these convertible deben- 
tures were converted into 14 common shares. 611,870 common shares are 
reserved for the conversion of these outstanding convertible debentures. 

At December 31, 1966, 123,735 common shares are reserved for the 
exercise of options granted or which may be granted to officers and other 
employees under the Company’s Incentive Stock Option Plan. There were 
outstanding options on 83,584 shares under this plan at prices varying 
from $23.94 to $39.20, the last of which expires in 1976. During 1966, 
1,600 shares were issued under this plan for a cash consideration of 
$39,085. 


4. Restrictions on common share dividends 

Declaration of dividends on common shares is restricted under the provi- 
sions of the Deed of Trust and Mortgage securing the First Mortgage Pipe 
Line Bonds, under the Indenture relating to the Subordinated Debentures 
due 1987 and under the provisions of the $2.80 Cumulative Redeemable 
Preferred Shares. Under the most restrictive of such provisions $6,200,000 
was available for the payment of dividends on common shares at December 
31, 1966; 


5. Deferred credit 

On May 29, 1963 the Company purchased from Northern Ontario Pipe 
Line Crown Corporation the Northern Ontario Section which the Com- 
pany had formerly leased and operated as an integral part of its system. 
This Section, which consisted of 676 miles of pipeline and five compressor 
stations, is located between the Manitoba- Ontario border and Kapuskasing, 
Ontario. 

In accordance with the procedures established under the Uniform 
Classification of Accounts for Gas Pipe Line Companies, the National 
Energy Board approved a method of accounting for the purchase whereby 
an amount of $10,948,175 was to be credited to ‘Deferred credit’’ and 
amortized in ten equal annual instalments commencing in 1963. 


6. Long term debt 
The following issues were outstanding at December 31: 


First Mortgage Pipe Line Bonds 1966 1965 
due 1978 : 
5% % U.S. Series—U.S. $69,674,000... .. $ 69,674,000 $ 75,482,000 
540% Canadian Series 2c aes. 15,872,000 17,196,000 
64% U.S. Series—U.S. $5,806,000 ..... 5,806,000 6,262,000 
Gyal7 Canadian: SevieSe so mie aiid, ba es 3,369,000 3,647,000 
due 1983 
5% % U.S. Series—U.S. $88,037,452... . . 94,813,583 100,452,444 
OYA eiC AACA GChICS mar rere ens ipo ie! 42 386,008 44,906,924 
due 1985 
(Sinking fund payments commence in 1968) 
5¥%e% U.S. Series—U.S. $40,100,800..... 43,253,376 43 253,376 
Subordinated Debentures due 1987 
(Sinking fund payments commence in 1969) 
5.60% U.S. Series—U.S. $20,833,300... .. 20,833,300 20,833,300 
H Sol GanadianvSeMeSusn ws wahnulicr ink pins 54,166,700 54,166,700 
Convertible Subordinated 
Income Debentures (Note 3) 
HO PCUGR ICC iear ame MR patra aly aah od — 16,558,000 
CAA TSO RST SIS) bs dl ie 1 errg haat eat Oe ee 25,086,700 25,087,300 
: 375,260,667 407,845,044 
Less—long term debt due within one year: 
GanadvaniGl6,bAZ 566 sie eee tee hacis cele 16,024,153 
Canadrangio, O01 AS ire te weer turr ie Rik) 16,025,777 
$359,236,514 $391,819,267 


Maximum sinking fund requirements approximate $19,000,000 for 1968 
and $21,500,000 for each of the years 1969, 1970 and 1971. 

The Deed of Trust and Mortgage provides for increased sinking fund 
payments if a Certificate of Gas Supply indicates exhaustion of gas supply 
earlier than specified dates. 

As required, the Company’s gas purchase and sales contracts and the 
contract with The Alberta Gas Trunk Line Company Limited are mortgaged 
and pledged under the Deed of Trust and Mortgage securing the First 
Mortgage Pipe Line Bonds. 


7. Income taxes 

As allowed by the appropriate regulations the Company has claimed 
certain deductions for income tax purposes, principally depreciation, in 
excess of the amounts charged to income in the accounts. As a result no 
income taxes have been payable to date. If the appropriate regulations 
had not permitted these deductions, income taxes would have been pay- 
able in the amount of $8,600,000 for 1966. 


8. Remuneration of directors 
Remuneration paid to directors, including fees and salaries, amounted to 
$175,000. 


9. Principles of conversion 

All assets and liabilities in United States dollars are stated at their Canadian 
equivalent other than that portion of long term debt due after one year. 
Long term debt due after one year is stated at the greater of par or its 
Canadian equivalent determined at the dates of sale of the respective 
issues. 


10. Subsidiary companies 
The consolidated statements include, in addition to the accounts of Trans- 
Canada Pipe Lines Limited, the accounts of its subsidiary companies, all 
of which are wholly-owned. 


PEAT, MARWICK, MITCHELL & Co. 
CHARTERED ACCOUNTANTS 


PRUDENTIAL BUILDING 
KING AND YONGE STREETS 
TORONTO 1, ONTARIO 


Auditors’ report to the shareholders 

We have examined the consolidated balance sheet of Trans-Canada Pipe Lines Limited and its subsidiary companies 
as of December 31, 1966 and the consolidated statements of income, retained earnings, premium on common shares 
and source and application of funds for the year ended on that date. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence as we considered necessary 
in the circumstances. 


In our opinion, the aforementioned financial statements present fairly the consolidated financial position of the com- 
pany and its subsidiary companies at December 31, 1966, the consolidated results of their operations and the con- 
solidated sources and applications of their funds for the year ended on that date, in accordance with generally ac- 
cepted accounting principles applied on a basis consistent with that of the preceding year (as restated—see note 2 


to the financial statements). 
Pao SG A Vie VE re 


Toronto, Ontario Chartered Accountants 


February 14, 1967 


EIGHT YEAR REVIEW 


INCOME 


Operating revenues . . . ($000). 


Operating expenses 

Cost of gas sold and 
gathering charges . 

Operation and maintenance . 

Northern Ontario section of 
main line 

Depreciation . : 

Taxes—provincial aa 
municipal . 


Operating profit . . 
Interest expense (net) 
Net income : 
Provision for Sunes on 
preferred shares . . 


Net income applicable to 


common shares. . . . ($000). 


Net income per share 
On average shares 
outstanding during year. . . 
On shares outstanding 
December 31. . 


BALANCE SHEET 
Plant, property and equipment 


—gross. ... . . « ($000). 


feta d 
Annual additions 


Long term debt . 


Shareholders’ Sl ee ($000) . 
—per common share 


STATISTICS 


Miles of pipeline—including 
lOOPLIING. 6. wg : 

Compressor pomeveer : 

Gas sales volume Mmcf 
Annual. ae . 
Maximum day, gas delivered 


for sale and transportation . . 


Number of employees 
—average . 

Common shares eens 
December 31. . 98 

Shareholders, December 31 
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1966 1965 1964 1963 1962 1961 
$154,131 )436:0730 mit 19.6108 102 bee amaye4 er 10e 
82,887 68,550 57,275 47,081 40,164 36,002 
16,944 Web ae ee 2 noha) 7 7,785 7,501 
(1,095) (1,095) (1,095) 5,611 11,415 9,853 
14,282 13,575 12,365 9,438 6,665 7,428 
2,447 2,289 2,191 1,991 1,835 1,743 
115,465 98,816 83,495 74,245 67,864 62,527 
38,666 = 38167 36.1417, 928278. 19.9707 14581 
22,165 - "29,0879. 22,8741919.350 3 13,904. 12,505 
16,501 tayo to 248 8,928 6,066 2,076 
1,750 ae oe = re & 

$ 14,751 Bea ome ae 8,928 6,066 2,076 
Se ste 1.87 1.99 1.52 1.03 35 
Sue 79 1.87 1.76 1.52 1.03 35 
$617,578 587,644 562,329 512,682 329,420 298,028 
536,250 520,074 507,840 470,177 306,503 281,558 
30,700 26,000 51,000 184,000 31,800 11,500 
350,237 391.819 865779 676.612) 5:214,019) 4222165 
171,504 103,263 95,453 60,832 50,344 45,833 
14.77 13.60 12.67 10.38 8.59 7.82 
3,073 2,882 2,753 2,604 2,399 2,340 
574,160 545,060 523,510 363,810 270,910 196,510 
401,000 358,300 316,700 271,100 237,300 210,400 
1,356 1,249 1,196 941 813 744 
954 918 872 805 723 726 

. 8,225,499 7,594,735 7,534,529 5,861,383 5,861,183 5,861,183 
35,241 @) 39,829: i330, 107m a) 000m Wel CGt me 9o2 531 


286,954 
277,590 

30,800 
229,622 


43,757 
747 


2,340 
148,585 


127,500 
639 
702 


5,861,183 
35,686 


262,087 
257,598 

5,500 
208,873 


46,668 
7.96 


2,290 
75,500 


74,500 
359 
704 


5,861,183 
35,203 


TRANS-CANADA PIPE LINES LIMITED 
MAJOR FIELD OFFICES, OPERATIONS DEPARTMENT 


Division District 
No. No. 
1 
2 
1 
2 
25 
41 
49 
3 
58 
68 
80 
5 
g2 
105 
116 
7 
130 
142 


Location 


Caron, Sask. 
Burstall, Sask. 
Caron, Sask. 


lle des Chénes, Man. 


Moosomin, Sask. 


Ile des Chénes, Man. 


Kenora, Ont. 
Port Arthur, Ont. 
Ignace, Ont. 
Port Arthur, Ont. 
Geraldton, Ont. 
North Bay, Ont. 
Mattice, Ont. 
Ramore, Ont. 
North Bay, Ont. 
Maple, Ont. 
Maple, Ont. 
Kingston, Ont. 


Division 


Superintendent 


K. E. Bond 


D. Knox 


W. |. Wilson 


C. E. Flippin 


R. D. Walker 


District 
Superintendent 


G. D. Michwich 
R. Steppe 


W. Wagner 
A. M. Bendick 
R. H. Kilmer 


E. J. LaSage 
D. R. McDonald 
L. Kopp 


W. B. Currie 
O. F. Ritchie 
J. D. Barker 


C. A. Jones 
C. H. Stookey 
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THE COMPANY 


Trans-Canada Pipe Lines Limited (hereinafter referred to as the ‘‘Company’’) was incorporated by 
Special Act of the Parliament of Canada, 15 George VI, Chapter 92 which was assented to and came into 
effect on the 21st March, 1951. The said Special Act of Incorporation was subsequently amended by Special 
Act of the Parliament of Canada 2-3 Elizabeth II, Chapter 80, which was assented to and came into effect 
on the 27th May, 1954. The Company’s head office is located at 407 Eighth Avenue South West, Calgary, 
Alberta. Executive Offices of the Company are located at 150 Eglinton Avenue East, Toronto 12, Ontario. 


The Company has filed a petition to Parliament for a private bill amending certain of the provisions of 
the Company’s Special Act of Incorporation and proposes to present such petition at the present session of 
Parliament. The amendments to be requested include an increase in the authorized capital of the Company 
and changes in the provisions of the Special Act with respect to the creation and issue of preferred shares. 


COMPANY OPERATIONS 


The Company is engaged in the business of operating a high pressure natural gas pipe line system which 
now extends from the Province of Alberta across the provinces of Saskatchewan, Manitoba and Ontario 
and through a portion of the Province of Quebec to Montreal, and certain extensions and additions thereto 
(hereinafter sometimes collectively referred to as the ‘‘Pipe Line System’’) aggregating 3,073 miles of pipe line 
including loop line and in purchasing, transporting and selling natural gas, including export sales of natural 
gas from Canada into the United States of America. The Company owns and operates the Pipe Line System 
in its entirety. 


Pipe Line System 


The Company is delivering gas along the route of the Pipe Line System (see map in 1966 Annual 
Report) to distributors at more than 120 points in the Provinces of Saskatchewan, Manitoba, Ontario and 
Quebec and for export as referred to below. On October 27, 1967 the Company will complete its ninth year 
of operation of the Pipe Line System. 


The Pipe Line System begins at a point in Alberta approximately one mile west of the Saskatchewan- 
Alberta border where it receives gas from the facilities of The Alberta Gas Trunk Line Company Limited 
and extends eastward approximately 586 miles as two 34 inch pipe lines across Saskatchewan and Manitoba 
to the vicinity of the Town of Ile des Chenes, near Winnipeg. From a point near Moosomin, Saskatchewan a 
65% inch pipe line 43 miles in length extends to the vicinity of Russell, Manitoba. An extension of 30 inch 
pipe line leads southward from Ile des Chenes to a point at the Canada-United States boundary near Emer- 
son, Manitoba, where it connects with the pipe line system of Midwestern Gas Transmission Company. 
From Ile des Chenes the diameter of the pipe is reduced to 30 inches and the pipe line continues eastward a 
distance of approximately 1,248 miles paralleling Highway 1 to the Manitoba-Ontario border, thence parallel- 
ing Highway 17 past Fort William and Port Arthur, thence, continuing eastward parallel to Highway 11 past 
Kapuskasing, North Bay and Barrie to the vicinity of Maple, about 20 miles north of Toronto. From Maple 
two main extensions serve respectively, areas of eastern Ontario and Quebec, and the Niagara Peninsula. The 
eastward extension consists of 308 miles of 20 inch pipe line generally paralleling the north shore of Lake 
Ontario and the St. Lawrence River to a terminus on the western tip of the Island of Montreal. In this section 
the Company has completed 17 miles of 24 inch loop line. From a point on the 20 inch line near Morrisburg, 
Ontario a 1234 inch pipe line, 37 miles in length, extends to Ottawa-Hull. A pipe line consisting of approxi- 
mately 20 miles of 1034 inch pipe and approximately 20 miles of 8°¢ inch pipe connects the distribution 
facilities of Quebec Natural Gas Corporation near Candiac, Quebec, with the facilities of Vermont Gas 
Systems, Inc. at the Canada-United States boundary near Philipsburg, Quebec. The other main extension 
from Maple consists of about 34 miles of 24 inch pipe line skirting Metropolitan Toronto on the north and 
west and a further 76 miles of 20 inch pipe line extending to the vicinity of Niagara Falls and terminating at 
the Niagara River where it connects with the pipe line system of Tennessee Gas Pipe Line Company. 
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Approximately 120 miles north of Burstall, Saskatchewan and generally parallel to the existing 34 inch 
pipe lines, the Company during 1966 completed construction of a new pipe line consisting of approximately 
40 miles of 16 inch diameter from a point on the Alberta-Saskatchewan border to Unity, Saskatchewan to 
serve the Saskatchewan Power Corporation system in northern Saskatchewan. 


As at December 31, 1966, the Company had received authorization to install and had installed a total of 
608.7 miles of loop line and a total of 559,160 horsepower at 45 compressor stations. The Company has also 
been authorized to acquire 3 mobile turbine compressor units totalling 26,000 horsepower and at December 
31, 1966 had acquired two units totalling 15,000 horsepower. The third unit of 11,000 horsepower was 
acquired early in 1967. These units are for use on any of the permanent centrifugal compressor stations on 
the 30 inch and 34 inch sections of the Pipe Line System for use during planned maintenance periods. 


The installation of 17,000 horsepower by modifications at 5 compressor stations, authorized by the 
National Energy Board in 1965 has been delayed by difficulties in obtaining the necessary material. It is 
planned that 10,200 of this horsepower will be installed during 1967 and the remaining 6,800 horsepower 
during 1968. 


As sales increase along the Pipe Line System it is necessary to construct additional facilities to provide 
greater delivery capacity in the system. To accommodate these increased deliveries it is to be expected that 
some capital construction will be required each year. 


The delivery capacity of the Pipe Line System can be expanded either by the construction of sections of 
pipe line loop or by the use of additional compressors located at intervals along the pipe line or by a combina- 
tion of both. Usually the combination of both additional compression and pipe line loops is used to increase 
the delivery capacity of the Pipe Line System for the most advantageous result. Both engineering and 
economic factors are considered in arriving at the combination of compressor horsepower and pipe line loop 
which year by year will best serve the interests of the Company. It was advantageous for the Company to 
expand its system by the installation of compressor horsepower only until 1962. Since 1962 it has been 
advantageous for the Company to expand its system by the installation of both compressor horsepower and 
pipe line loops. 


The Company has received authorization from the National Energy Board to construct the following 
major facilities during the current year: 


(i) Approximately 19.3 miles of 36 inch loop line east of Winnipeg; 
(ii) A new compressor station of 3,000 horsepower at Augusta, Ontario; and 


(iii) The addition of 51,800 horsepower at 5 existing compressor stations. 


The National Energy Board has also authorized the Company to construct certain additional facilities 
complementary to the project (hereinafter referred to as the ‘‘Great Lakes Project’) referred to below. These 
facilities are as follows: 


(i) Approximately 13.8 miles of 36 inch new pipe line from the St. Clair River south of Sarnia, Ontario to 
a point in the Township of Dawn, Ontario; 


(ii) A dual line 24 inch crossing of the Canadian portion of the St. Clair River south of Sarnia, Ontario; 
and 


(iii) A new meter station in the Township of Dawn, Ontario. 


Upon completion of the Company’s 1967 construction program in accordance with the foregoing author- 
izations the Pipe Line System will include 628 miles of loop line and a total horsepower of 650,160 installed at 
46 compressor stations. The 1967 construction program, together with minor modifications and additions to 
existing facilities, the completion of the construction program commenced in 1966 and certain modifications 
to compressor stations described above, is estimated to cost $32,800,000. 


The Company’s present estimate of the market requirements in Canada indicates that additional capac- 
ity will be required to be installed on the Pipe Line System in 1968 to meet such requirements. These esti- 
mates indicate the need for the installation of additional large diameter loop line in Western Canada in addi- 
tion to that presently authorized and additional horsepower principally in Western Canada. 
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Regulation 
Canada: 


The Parliament of Canada, under the provisions of the British North America Act, as amended, has 
exclusive jurisdiction over both interprovincial and international trade, which includes the transportation 
of natural gas between the provinces and the export or import of natural gas between Canada and the 
United States. 


At the time when construction of the Pipe Line System was commenced, the Pipe Lines Act, a statute 
of the Parliament of Canada, was applicable to the construction and operation of interprovincial or inter- 
national natural gas pipe lines, and pursuant to the terms and provisions of that Act, the Board of Transport 
Commissioners for Canada authorized initial construction of the Pipe Line System, authorized the Company 
to lease the Northern Ontario Section, (being that section of the Pipe Line System extending approximately 
676 miles from the Manitoba-Ontario boundary to the vicinity of Kapuskasing, Ontario, authorized by 
statute to be constructed by Northern Ontario Pipe Line Crown Corporation and purchased by the Com- 
pany in 1963) and authorized the Company to place the Pipe Line System in operation. 


The National Energy Board Act, a statute of the Parliament of Canada, was proclaimed in force on 
November 2, 1959 and, among other things, repealed the Pipe Lines Act. The Act gives the National Energy 
Board broad jurisdiction, including jurisdiction to regulate the construction and operation of interprovincial 
oil and gas pipe lines, the tolls charged by such pipe lines, and the export and import of gas. The Act validated 
orders, certificates and permits made or granted under the Pipe Lines Act and specifically provided, among 
other things, that every company theretofore operating under the Pipe Lines Act was entitled to a certificate 
under the National Energy Board Act. 


All facilities constructed to date and all facilities under construction have been duly authorized by 
the National Energy Board. 


The National Energy Board has issued licences to the Company which authorize the Company, subject 
to certain conditions, to export gas from Canada as follows (all quantities being calculated at a base pressure 
of 14.73 pounds per square inch absolute (p.s.i.a.) and at a base temperature of 60° Fahrenheit and expressed 
in thousands of cubic feet (Mcf)): 


GL-1 (as amended) at Emerson, Manitoba up to 223,000 Mcf per day, 74,000,000 Mcf in any con- 
secutive 12 month period ending October 31 for a total of 1,410,000,000 Mcf during the period 
from April 11, 1960 to May 14, 1981. 


GL-2 (as amended) at Niagara Falls, Ontario up to 96,900 Mcf per day during the period from April 
11, 1960 to December 31, 1967 (on an interruptible basis after providing for all gas requirements 
of customers in Canada) for a total of not more than 20,662,500 Mcf. 


GL-18 (as amended) at Emerson, Manitoba additional volumes up to 25,000 Mcf per day, for a total 
of not more than 8,000,000 Mcf during the period from November 22, 1965 to October 31, 1967 
and up to 143,000 Mcf per day (which may be exceeded by not more than 2%), 52,300,000 Mcf 
in any consecutive 12 month period ending October 31 for a total of not more than 1,200,000,000 
Mcf during the period from November 1, 1966 to October 31, 1989. 


GL-19 near Philipsburg, Quebec up to 17,700 Mcf per day (which may be exceeded by not more than 
2%), 6,500,000 Mcf in any consecutive 12 month period ending October 31 for a total of not 
more than 138,500,000 Mcf during the period from November 1, 1965 to October 31, 1989. 


The Company has received certain authorizations from the National Energy Board related to the Great 
Lakes Project, referred to below. 


Alberta: 

No natural gas may be removed from the Province of Alberta without a permit from the Oil and Gas 
Conservation Board which also regulates the production of gas in the Province under The Gas Resources 
Preservation Act, 1956. The Act provides that the Board may, with the approval of the Lieutenant-Gover- 
nor-in-Council, grant a permit for the removal of gas if it finds such permit is in the public interest after 
taking into consideration present and future needs of the Province of Alberta, the established gas reserves 
and the trend in the growth and discovery of gas reserves in the Province. 
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The Company is now authorized under the provisions of Permit TC 64-6, as amended, which expires 
October 31, 1990, to remove from the Province specified quantities of gas as follows (calculated at a base 
pressure of 14.65 p.s.i.a. and at a base temperature of 60° Fahrenheit): 

(a) Rates limited by field productivity and good engineering practice but in a consecutive 24 hour 
period such rates shall not exceed a maximum quantity of 1,995,000 Mcf (except that for the purpose 
only of alleviating temporary operating problems, a maximum quantity equal to 110% of such 
quantity may be removed) or in a consecutive 12 month period ending October 31, such rates shall 
not exceed a maximum quantity of 665,000,000 Mcf; 


(b) A total quantity of 15,000,000,000 Mcf during the term of the permit. 
Alberta permits previously held by the Company are consolidated under Permit TC 64-6, as amended. 


In addition, the Company purchases quantities of gas up to a maximum of 38,000 Mcf per day from 
producers who have themselves obtained permits for the removal of such gas from Alberta. These permits 
expire on various dates between December 31, 1984 and December 31, 1988. 


In June, 1967 the Oil and Gas Conservation Board of Alberta heard the application of the Company 
to revise and consolidate Permit TC 64-6, as amended, inter alia, to extend the term of the permit to October 
31, 1992, to increase the quantities of gas that may be removed from the Province, to increase the number 
of pools, fields and areas from which the Company is authorized to remove gas from the Province and to 
augment the quantity of gas that may be removed from the Province during any 12 month period ending 
October 31 by any part of the quantity which shall have been less than the quantity authorized by the permit 
to be removed in the last preceding four year period, subject to the limitations on the quantity that can be 
removed in any consecutive 24 hour period or during the term of the permit. The granting of this application 
would result in the Company being authorized to remove from Alberta a maximum quantity of 2,170,000 Mcf 
in any consecutive 24 hour period, 720,000,000 Mcf in any consecutive 12 month period ending October 31 and 
17,100,000,000 Mcf during the term of the permit. 


Saskatchewan: 


The Oil and Gas Conservation Act of Saskatchewan regulates the export of natural gas from that 
Province. No natural gas may be exported from the Province of Saskatchewan unless a permit authorizing 
such export is granted by the Minister of Mineral Resources. Steelman Gas Limited and Provo Gas Producers 
Limited, from which the Company purchases gas, not in excess of 32,500 Mcf per day, under a long-term 
contract, hold Gas Export Permit No. 1 authorizing the sale for export from Saskatchewan of all gas produced 
from the Steelman Plant located approximately 120 miles south-east of Regina, Saskatchewan. This permit 
is for a period of 25 years from February 2, 1965. 


United States of America: 


The Natural Gas Act of 1938 regulates, inter alia, the importation of natural gas from any foreign 
country and the export of natural gas from the United States. The Company understands that, under this 
Act, the Federal Power Commission of the United States has authorized the importation into the United 
States of gas presently being exported by the Company from Canada and has also authorized the export 
from the United States of the gas presently being imported by the Company. 


Gas Supply 


As of December 31, 1966 the Company has entered into approximately 800 long-term contracts for the 
purchase of gas in the Province of Alberta. As a result of Permit TC 64-6 being amended during 1966, 40 
new pools, fields and areas were added to the permit resulting in a total of 87 pools, fields and areas from which 
the Company may purchase or otherwise acquire gas for removal from the Province of Alberta. The Com- 
pany commenced to take delivery of gas in 1966 from two of these new fields, being the Wintering Hills and 
the Westerose Fields. —The Company has now obligated itself to take delivery of gas from 28 of these new 
fields in the Central Plains Area of the Province and deliveries are expected to commence from the majority 
of these fields in the fall of 1967. With respect to the 10 new fields in the Marten Hills Area the Company has 
obligated itself to take delivery of substantial quantities of gas, as gas reserves continue to be developed in 
the area. Such deliveries will commence on November 1, 1968 if a total of at least 2,000,000,000 Mcf of gas 
reserves is developed in the area and becomes subject to definitive gas purchase contracts with the Company. 
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The Company continued its gas purchasing program during 1966 and entered into gas purchase contracts 
for gas reserves in the Brazeau, Flat Lake and Lookout Butte fields. In addition, the Company purchased 
quantities of uncontracted gas in fields from which the Company had previously entered into gas purchase 
contracts. 


The Company has also entered into, and is now receiving deliveries under, a long-term contract for the 
purchase of all gas, not in excess of 32,500 Mcf per day, produced as solution gas in association with oil from 
fields in south-eastern Saskatchewan and processed in the Steelman Plant in that Province. 


During the contract year from November 1, 1966 through October 31, 1967 the minimum daily quantity, 
averaged over such contract year, to be purchased by the Company is 1,337,681 Mcf of gas, and the maxi- 
mum daily quantity to be available for delivery by the suppliers is 1,715,758 Mcf. These quantities increase 
during the following three year period and the corresponding minimum and maximum daily quantities for 
the contract year beginning November 1, 1970 and thereafter are 1,729,721 Mcf and 2,239,157 Mcf respec- 
tively, excluding the volumes contracted for in the Marten Hills Area as referred to above, and 1,862,721 
Mcf and 2,416,048 Mcf respectively, upon the contracts for this area becoming effective. 


The Company’s contracts with one minor exception, terminate on the earlier of (i) the expiration of 
authorizations to remove gas from Alberta or Saskatchewan, as the case may be, or (ii) the expiration of 25 
years from the date of initial delivery in the case of the contracts dated prior to November 1, 1957 and, the 
expiration of 25 contract years in the case of the contracts dated thereafter. The earliest initial delivery 
date under the Company’s contracts is November 1, 1957. 


All of the Company’s gas supply has been purchased under contracts which allow it to take delivery 
in the following year of any gas which it paid for but did not take in a particular contract year subject to 
the limitations on maximum delivery. In addition, 56% of this gas supply is under contracts which provide 
for a further one year period in which the Company may take delivery of such gas. 


From the commencement of business to December 31, 1966 the Company has entered into contracts 
containing various basic price schedules which are more particularly described in Note 1 below. The 
weighted average price for all gas purchased in Alberta and Saskatchewan during the period from January 
1, 1966 to and including December 31, 1966, including adjustment for transportation cost (see Note 2 below) 
and heat content, was 14.31¢ per Mcf. All contracts provide for the delivery of gas having a heat content 
of 1,000 BTU per cubic foot and contain provisions for price adjustment for variations in heat content 
below and, except in minor instances, above the 1,000 BTU level. 


With minor exceptions, the contracts referred to in (a) through (d) in Note 1 below provide that, on 
August 15 in the year 1968 and each year thereafter, the Company will determine its weighted average cost per 
Mcf of all gas purchased from fields in Alberta during the preceding year ending July 31 and if such weighted 
average cost per Mcf is greater than the current price payable under a particular contract then, on the next 
November 1, the Company will increase the price payable under that contract by the amount of the difference 
between the current price payable thereunder and such weighted average cost per Mcf. 


Note 1 Asat December 31, 1966 the Company’s gas supply has been contracted for in the following percentages under the following 
basic price schedules, set forth chronologically: 


(a) 19.4% under contracts containing a basic 10¢ price schedule. The price per Mef set forth in such price schedule is 
10¢ per Mcf from the date of initial delivery until December 31, 1959, increasing 144¢ each year thereafter to an 
ultimate price of 15.75¢ per Mcf in 1982 and each year thereafter for the remainder of the term. 


(b) 0.5% under contracts containing a basic 12¢ price schedule. The price per Mcf set forth in such price schedule is 
12¢ per Mcf from the date of initial delivery until December 31, 1959, increasing 144¢ each year thereafter to an 
ultimate price of 17.75¢ per Mcf in 1982 and each year thereafter for the remainder of the term. 


(c) 17.0% under contracts containing a basic 13.25¢ price schedule. The price per Mcf set forth in such price schedule is 
13.25¢ per Mcf from the date of initial delivery until December 31, 1960, increasing 14¢ each year thereafter to an 
ultimate price of 18.75¢ per Mcf in 1982 and each year thereafter for the remainder of the term. 


(d) 6.5% under contracts containing a basic 13.50¢ price schedule. The price per Mef set forth in such price schedule is 
13.50¢ per Mcf from the date of initial delivery until June 30, 1961, increasing thereafter 1¢ the first year, 3¢¢ the 
second year, 4¢ the third and fourth years, 44¢ each year for the next three years, 4¢ for the next five year period, 
114¢ each five year period during the next ten years and then increasing to an ultimate price of 21¢ per Mef in 1983 
and each year thereafter for the remainder of the term. 
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(e) 


(f) 


(h) 


(i) 


(3) 


(m) 


(n) 


(0) 


7.3% under contracts containing a basic 13¢ price schedule. The price per Mcf set forth in such price schedule is 
13¢ per Mcf from the date of initial delivery until December 31, 1964, increasing 14¢ each year thereafter to an 
ultimate price of 18.75¢ per Mcf in 1987 and each year thereafter for the remainder of the term. 


11.9% under contracts containing a basic 13¢ price schedule. The price per Mcf set forth in such price schedule is 
13¢ per Mcf from the date of initial delivery until December 31, 1965, increasing 14¢ each year thereafter to an 
ultimate price of 18.75¢ per Mcf in 1988 and each year thereafter for the remainder of the term. 


12.2% under contracts in the Edson Field containing a basic 13.50¢ price schedule. The price per Mcf set forth in 
such price schedule is 13.50¢ per Mcf from the date of initial delivery until December 31, 1966, increasing 14¢ each 
year thereafter to an ultimate price of 19.25¢ per Mcf in 1989 and each year thereafter for the remainder of the term. 


6.38% under contracts in the Marten Hills Area containing a basic 13.75¢ price schedule. The price per Mcf set 
forth in such price schedule is 18.75¢ per Mcf from the date of initial delivery until December 31, 1969, increasing 
1¢¢ each year thereafter to an ultimate price of 19.25¢ per Mcf in 1991 and each year thereafter for the remainder 
of the term. 


11.4% under contracts in the Central Plains Area containing a basic 13.50¢ price schedule. The price per Mcf set 
forth in such price schedule is 13.50¢ per Mcf from the date of initial delivery until December 31, 1968, increasing 
14¢ each year thereafter to an ultimate price of 19.25¢ per Mcf in 1991 and each year thereafter for the remainder 
of the term. 


1.3% under contracts containing a basic 18¢ price schedule. The price per Mcf set forth in such price schedule is 138¢ 
per Mcf from the date of initial delivery until December 31, 1966, increasing 14¢ each year thereafter to an ultimate 
price of 18.75¢ per Mcf in 1989 and each year thereafter for the remainder of the term. 


0.5% under contracts containing a basic 13¢ price schedule. The price per Mcf set forth in such price schedule is 
13¢ per Mcf from the date of initial delivery until December 31, 1967, increasing 144¢ each year thereafter to an 
ultimate price of 18.75¢ per Mcf in 1990 and each year thereafter for the remainder of the term. 


1.4% under contracts containing a basic 13¢ price schedule. The price per Mcf set forth in such price schedule is 13¢ 
per Mcf from the date of initial delivery until December 31, 1968, increasing 4¢ each year thereafter to an ultimate 
price of 18.75¢ per Mcf in 1991 and each year thereafter for the remainder of the term. 


2.5% under contracts containing a basic 14.50¢ price schedule. The price per Mcf set forth in such price schedule is 
14.50¢ per Mcf from the date of initial delivery until December 31, 1968, increasing 44¢ each vear thereafter to an 
ultimate price of 19.25¢ per Mcf in 1987 and each year thereafter for the remainder of the term. 


0.8% under contracts containing a basic 14¢ price schedule. The price per Mcf set forth in such price schedule is 
14¢ per Mcf from the date of initial delivery until December 31, 1969, increasing 14¢ each year thereafter to an 
ultimate price of 19.25¢ per Mcf in 1990 and each year thereafter for the remainder of the term. 


1.0% under contracts entered into at various times containing various price schedules. One of these price schedules 
commences at a price of 13¢ per Mcf and remains at such price for the remainder of the term and the other price 
schedules have initial prices varying from 10¢ per Mcf to 13.25¢ per Mcf escalating to ultimate prices which vary from 
14.06¢ per Mcf to 18.75¢ per Mcf, all of which prices will be less than the average cost per Mcf for gas in any year. 


Note 2 With minor exceptions, the contracts referred to in (a) through (d) in Note 1 above provide that, to the extent that the 
average cost of transportation of gas for the Company by The Alberta Gas Trunk Line Company Limited during any 
year is less than 4¢ per Mcf then the differential amount shall be paid to the suppliers. The effect of this provision was 
to increase the weighted average price for all gas purchased by .14¢ per Mcf from what it otherwise would have been for 
the period from January 1, 1966 to December 31, 1966. However, this increase was offset by the lower cost of transportation 
through the facilities of The Alberta Gas Trunk Line Company Limited. 


The Company has contracted for its gas supply under contracts which provide for automatic price 
redeterminations of the following percentages of contracted gas supply: 44% on January 1, 1968 and at 
the end of each five year period thereafter, 7% on January 1, 1973 and at the end of each five year period 


thereafter, 


and 43% on the January 1 immediately following completion of the ninth contract year and 


at the end of each five year period thereafter. 6% of the Company’s gas supply is not subject to auto- 
matic price redetermination. In addition, with minor exceptions, the contracts referred to in (a) through 
(d) in Note 1 provide for further price redetermination under certain specified circumstances. 


All volumes expressed under this heading ‘‘Gas Supply” are calculated at a base pressure of 14.4 p.s.i.a. 
and at a base temperature of 60° Fahrenheit. Contract year, except in some instances for the initial contract 
year, is November 1 to October 31. 


The Alberta Gas Gathering System 


Under the provisions of the permits held by the Company covering the removal of gas from Alberta, 
the Company is required to take delivery of all gas purchased by it in Alberta through the facilities of 
The Alberta Gas Trunk Line Company Limited (herein sometimes referred to as ‘Alberta Trunk Line’), a 
corporation created by Special Act of the Legislative Assembly of the Province of Alberta. The Company, 
jointly with other companies which from time to time may hold both a provincial permit for the removal of 
natural gas from Alberta and Class B Shares of Alberta Trunk Line, has the right to name one director to the 
Board of Directors of Alberta Trunk Line and exercises this right. 


An agreement dated January 29, 1957, as presently amended, (hereinafter sometimes referred to as the 
“Trunk Line Contract’’) between the Company and Alberta Trunk Line and extending to 1990 and for as long 
thereafter as the Company’s permits shall be extended, provides for the rendering of the necessary trans- 
portation service by Alberta Trunk Line and payment therefor by the Company of Alberta Trunk Line’s 
“cost of service’’ relating to certain specified facilities. The agreement provides that such ‘‘cost of service’’ 
for each month is to be the sum of the following principal items: (i) Alberta Trunk Line’s reasonable and 
necessary operating expenses for such month, (ii) depreciation of Alberta Trunk Line’s investment in 
depreciable gas plant at the rate of 244% per annum with provision that this rate may be reduced or increased 
depending upon the remaining life of permits granted the Company by the Oil and Gas Conservation Board 
of Alberta and/or the estimated remaining average physical life of the depreciable gas plant or increased on 
certain other conditions, (iii) income and other taxes for such month and (iv) a return at an annual rate of 
714% on the net investment base consisting of gas and other utility plant and necessary working capital. 


In addition the Trunk Line Contract provides (i) a procedure for the authorizing by Alberta Trunk Line 
and the Company of the construction of further facilities from time to time required by the Company and for 
taking such further facilities into account in calculating transportation charges; (ii) with respect to further 
facilities built in any year, that the annual rate of return will be such rate of return as may be negotiated 
between the parties; and (iii) that the annual rate of return on all additional facilities constructed in 1959 and 
1960 and all facilities constructed and to be constructed thereafter shall be subject to renegotiation between 
the parties at any time but not more often than once in five years. 


The gas gathering system of Alberta Trunk Line as it is presently constructed and in operation is suff- 
cient for the present operations of the Company. 


Natural Gas Liquids 


The Company entered into an agreement dated June 1, 1962 with Pacific Petroleums Ltd. (hereinafter 
referred to as ‘‘Pacific’’) pursuant to which Pacific has constructed a plant near Empress, Alberta, for 
the extraction of propane, iso-butane, normal butane and natural gasoline from the Company’s gas stream. 
The agreement provided that Pacific cause to be constructed, and there has been constructed, a 6 inch 
pipe line from the plant to Winnipeg, Manitoba, for transportation of natural gas liquids produced in 
the plant. The plant, which has a capacity for processing one billion cubic feet of natural gas daily and 
which is to be expanded to a capacity of one and one-half billion cubic feet daily, commenced operation 
in March, 1964. Pacific applied to the Oil and Gas Conservation Board of Alberta for permission so to ex- 
pand the plant and to export from Alberta the additional propane to be produced from the plant. In January, 
1966 the Board approved the plant expansion and issued an export permit for the additional quantities of 
propane to be extracted by the expanded plant. This expansion has already commenced. 


The natural gas liquids removed from its gas stream are not required or used by the Company to meet 
its obligations under gas sales contracts. Payments by Pacific for the natural gas liquids removed from 
the Company’s gas stream have reduced the cost of gas supplied to the Company in the amounts of $1,555,451 
for 1962, $1,863,402 for 1963, $1,314,480 for 1964, $883,333 for 1965 and $783,333 for 1966. Monthly pay- 
ments as specified in the said agreement will be made to the Company until Pacific has recovered its invest- 
ment in the extraction plant and pipe line, thereafter the Company will recover the full cost of the natural gas 
liquids extracted by Pacific and in addition will receive 50% of the net profits of the project before depreciation 
and income taxes. 


Gas Sales 


Total sales of natural gas by the Company for the twelve months ended December 31, 1966, were 
401.0 billion cubic feet. This was an increase of 11.9% over gas sales for 1965, when 358.3 billion cubic feet 
were sold. Under 38 long-term contracts and several short-term contracts, the peak day deliveries of natural 
gas for sale and transportation were 1,355,669 Mcf occurring on November 30, 1966. This peak day was 
106,279 Mcf more than the peak day delivery of the previous year. 


At present the Company is making deliveries of gas for distribution in Canada as follows: in Saskatchewan 
to Saskatchewan Power Corporation and Inter-City Gas Limited; in Manitoba to Greater Winnipeg Gas 
Company, Inter-City Gas Limited and Plains-Western Gas (Manitoba) Ltd.; in Ontario to The Consumers’ 
Gas Company, Northern and Central Gas Company Limited, Union Gas Company of Canada, Limited, 
Lakeland Natural Gas Limited, The Public Utilities Commission of The City of Kingston and Augusta 
Natural Gas Limited; and in Quebec to Quebec Natural Gas Corporation. 


In addition, the Company is making direct export deliveries of gas at Emerson, Manitoba to Midwestern 
Gas Transmission Company (hereinafter sometimes referred to as ‘‘Midwestern’’) for transmission and 
resale by Midwestern in the United States; and near Cornwall, Ontario to Niagara Gas Transmission Limited 
for export and resale to St. Lawrence Gas Company Inc. for distribution in St. Lawrence County, New York. 
Export deliveries commenced in February 1966, near Philipsburg, Quebec to Vermont Gas Systems, Inc. 
(hereinafter referred to as ‘‘Vermont’’) for distribution in the State of Vermont. 


Major Contracts: 


At December 31, 1966, 92% of the Company’s sales were being made to six customers under 20 long-term 
contracts extending for periods of not less than 20 years from date of commencement of delivery of gas to 
such customers. The following table sets forth the names of these six customers, the date of commencement 
of initial delivery, and the totals of daily contracted demands (maximum daily delivery obligations of the 
Company) in thousands of cubic feet (Mcf), calculated at a base pressure of 14.73 p.s.i.a. and at a base 
temperature of 60° Fahrenheit. The figures in the years indicated reflect the daily maximum contracted 
demands under contracts effective at December 31, 1966: 

Daily Contracted Demands in Mcf 


Date of 
Niet Cone arient Twelve Months Ended October 31, 
Customer of Initial Delivery 1966 1967 1968 Thereafter 
Greater Winnipeg Gas Company........... October 2, 1957 115,000 131,000 139,000 (1) 
Northern and Central Gas Company Limited 
(a). Western) Rate Zones oc February 4, 1958 50,500 62,000 75,500 75,500 
(b) Northern Rate Zone.............. October 27, 1958 80,000 86,000 94,000 94,000 
(ce) CentraliRate: Zone see a Octobermine 4.1958 5,800 6,300 6,300 6,300 
136,300 154,300 175,800 175,800 
The Consumers’ Gas Company 
(a) Central Rate Zone................ October 27, 1958 246,096 246,096 245,984 246,096 (2) 
(b)) Eastern Rate Zones ee. one October 27, 1958 40,000 40,000 40,000 40,000 
286,096 286,096 285,984 286,096 
Quebec Natural Gas Corporation.......... January 7, 1958 112,000 112,000 112,000 112,000 
Union Gas Company of Canada, Limited... October 27, 1959 158,904 187,414 220,865 (8) (4) (5) 
Midwestern Gas Transmission Company.... December 15, 1960 205,557 212,038 214,751 215,437 (6) 


Notes: 


(1) The maximum daily delivery obligations contracted for continue to increase each year to 193,000 Mcf in the year ending 
October 31, 1971. 

(2) The daily delivery volumes effective from November 1, 1965, are comprised of 205,000 Mef of firm contracted demand 
under two sales contracts plus an average daily volume calculated by dividing a maximum annual volume contracted 
for under a third contract by the number of days in the year. From November 1, 1970, the firm contracted demand volume 
decreases to 190,000 Mef daily and the annual volume under the third contract increases proportionately to maintain the 
existing daily volume of 246,096 Mcf. 

(3) The Company does not have a daily delivery obligation under contracts with this customer and the volumes shown are 
computed by dividing the maximum annual volumes contracted for by the number of days in each 12 month period. 


(4) The annual volumes contracted for continue to increase each year to a point where the daily delivery volume (as computed 
in Note (3) above) exceeds 232,439 Mcf in the year ending October 31, 1969. 
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(5) Volumes deliverable under one of the contracts with this customer will become part of the volumes to be delivered under 
the contract to become effective upon commencement of deliveries to the Company by Great Lakes Gas Transmission 
Company. 


(6) At any time prior to November 1, 1968, Midwestern may increase the daily contracted demand up to 222,360 Mcf. 


The Company has entered into additional sales contracts more particularly described under the heading 
Great Lakes Project. 


Rates: 


The Company has six rate zones as follows: The Saskatchewan Zone which extends across the Province 
of Saskatchewan; the Manitoba Zone which extends across the Province of Manitoba; the Western Zone 
which extends from the Manitoba-Ontario border to Geraldton, Ontario; the Northern Zone which extends 
from Geraldton, Ontario to North Bay, Ontario; the Central Zone which extends from North Bay, Ontario to 
Bowmanville, Ontario; and the Eastern Zone which extends from Bowmanville, Ontario to a point near 
Montreal, Quebec. 


The Company’s rates for firm service vary from zone to zone, increasing with the distance from Alberta. 
The principal rates call for a monthly demand charge and a commodity charge, with the commodity charge 
decreasing as the customer contracts for increasing minimum annual volumes of gas. The actual rates now 
in effect for each customer are fixed in the contract with such customer. 


Under the rate schedules attached to firm general service contracts in established rate zones, the demand 
charges range from $1.00 to $5.80 per month for each Mcf of daily contracted demand and commodity 
charges range from 18.0¢ to 31.5¢ per Mcf of gas taken. This results in prices per Mcf of gas taken ranging 
from 22.4¢ to 56.9¢ at an assumed 75% operating load factor, and from 21.3¢ to 50.6¢ at an assumed. 100% 
operating load factor. The Company also delivers gas on a special interruptible basis to Union Gas Com- 
pany of Canada, Limited under three long-term contracts, the first of which provides for a flat rate of 39.0¢ 
per Mcf; the second provides for a flat rate of 43.0¢ per Mcf increasing to 45.0¢ per Mcf, depending upon 
location of point of delivery, in November 1967, and the third provides for a flat rate of 43.0¢ per Mcf. 


In most rate zones the Company has offered second priority service contracts for industrial development 
under which an escalating demand charge commences lower than the demand charges offered in firm general 
service contracts. In certain contracts under which the purchaser has granted the Company an exclusive 
right as a supplier, it is provided that the purchaser may elect to reduce the daily contracted demand in the 
event of loss of specified loads to it. 


The Company also offers certain other rates which are lower than the firm service rates and are applicable 
to sales made on an interruptible basis (lowest priority service available from time to time at the Company’s 
sole discretion) or seasonal basis (available during summer or ‘‘off-peak’’ periods) to distributors for resale 
to industrial customers. 


Rates are also subject to adjustment or variation to provide for certain taxes and for increases in the 
cost of delivering gas resulting from the exercise of legislative or regulatory authority. 


The average price received during the year ended December 31, 1966, was 38.26¢ per Mcf on the Com- 
pany’s total gas sales. 


Certain of the Company’s gas sales contracts permit the purchaser to take delivery of gas in the fol- 
lowing year, to the value of the year’s supplemental bill. Such bill represents the amount by which the 
total amount already billed monthly for such contract year is less than the minimum annual charge of the 


rate schedule. 


Sales For Export: 


The Company exports natural gas to the United States under a 25-year contract with Midwestern Gas 
Transmission Company at the present rate of 212,038 Mcf per day, which amount may be increased to 222,360 
Mcf per day upon notice from Midwestern prior to November 1, 1968. Under the terms of this contract, the 
minimum monthly purchase is 75% of the daily contract quantity for any such month. The price stated in 
this contract consists of a fixed commodity charge of 20.75¢ per Mcf of gas delivered, plus a monthly demand 
charge presently of $2.60 per Mcf (at a base pressure of 15.025 p.s.i.a.). The monthly demand charge increases 
30¢ or 31¢ every five years to $3.52; the first increase was effective December 15, 1965. 
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The Company has also entered into a contract with Tennessee Gas Transmission Company (hereinafter 
referred to as ‘“Tennessee’’), which provides for the sale and delivery of gas, at the Company’s option, on an 
interruptible basis to Tennessee at Niagara Falls, Ontario after the requirements of the Company’s Canadian 
markets have been met. The price of gas under this contract with Tennessee is 37.0¢ per Mcf at 15.025 p.s.i.a. 
This contract is to have a term co-extensive with that of the Company’s contract with Midwestern, the 
expiry date being December 15, 1985. No deliveries of gas have been made under this contract. 


Niagara Gas Transmission Limited (hereinafter referred to as ‘‘Niagara’’) is purchasing gas from the 
Company under a long-term contract near Cornwall, Ontario for resale to St. Lawrence Gas Company Inc. 
for ultimate distribution in St. Lawrence County in upper New York State. The monthly demand charges 
under this contract increase every four years during the term of the contract commencing at $6.40 and rising 
to $7.25 and the commodity charges for gas delivered commence at 31.0¢ per Mcf, increase in the fifth year 
to 32.0¢ per Mcf and remain constant thereafter. Contingent upon approval of Canadian authorities, a Pre- 
cedent Agreement dated April 18, 1966 between the Company and Niagara provides for increases in the 
daily contracted demands plus an extension of the term of the contract. Niagara has applied to the National 
Energy Board for approval to export additional natural gas. The Company understands that St. Lawrence 
Gas Company Inc. has already received approval from the U.S. Federal Power Commission to import the 
increased volumes. 


Under a twenty-five year gas sales contract dated February 16, 1966, deliveries of gas commenced the 
same month to Vermont near Philipsburg, Quebec for resale in the State of Vermont. The monthly demand 
charges commence at $5.90 with an increase effective at the beginning of the ninth contract year and every 
four years thereafter to a final demand charge of $6.90 and the commodity charges for gas delivered com- 
mence at 35.5¢ per Mcf, increase in the fifth year to 36.5¢ per Mcf and remain constant thereafter. All 
amounts referred to in this paragraph are U.S. funds. 


Recent Canadian Sales: 


In the fall of 1964 a twenty-year contract was entered into with Saskatchewan Power Corporation 
(hereinafter referred to as the ‘‘Corporation”) which provides for the transportation by the Company of 
gas owned by the Corporation to Regina from an inter-connection with the Pipe Line System at Success. 
This contract also provides for sales of the Company’s gas to the Corporation when the volumes transported 
are not sufficient to meet expanding markets in the Province. Deliveries of transported volumes from 
Success to Regina commenced in the middle of December, 1964. This contract has been recently amended 
to include the transport of additional gas owned by the Corporation from a new point near Bayhurst, 
Saskatchewan. Deliveries of such gas which commenced in November, 1966, together with the volumes 
from Success, are transported to other points as well as Regina. 


Under a twenty-five year sales contract with the Corporation, the Company is delivering gas through 
a separate pipe line system in northern Saskatchewan, from the Alberta-Saskatchewan border to the storage 
fields at Unity, Saskatchewan. Initial deliveries commenced in October, 1966, with a daily contracted 
demand of 32,600 Mcf increasing to 146,700 Mcf per day from November 1, 1975. 


The Company has entered into a contract with Inter-City Gas Limited under which deliveries are 
being made to Inter-City Gas Limited for distribution to several communities in the Province of Manitoba 
in the area between the Pipe Line System and the Town of Dauphin. Deliveries commenced under this 
contract during November, 1965. 


At present, negotiations are proceeding to provide natural gas service to Rainy River and Fort Frances, 
Ontario, and International Falls in Minnesota. Sales to these areas would be contingent upon approval by 
regulatory authorities. 


In most areas now served by the Company, the use of natural gas is steadily increasing in a wide variety 
of industrial applications. Penetration into present markets as well as expansion into new markets indicate 
future large volume sales in both the commercial and industrial fields. Total energy applications, utilizing 
natural gas for all power and processing requirements, are increasing both in Canada and the United States. 


During the past year, the Company has contracted to sell new quantities of gas under long-term gas 
sales contracts. The Company has also contracted or is in the process of negotiating several short-term 
agreements in all of its Rate Zones. 
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Great Lakes Project 


Great Lakes Gas Transmission Company (hereinafter referred to as ‘‘“Great Lakes’’) has been incor- 
porated, in the State of Delaware, for the primary purpose of constructing, owning and operating a pipe 
line or lines in the United States for the transmission of natural gas. In carrying out the construction and 
operation of its pipe line or lines, Great Lakes is subject to the jurisdiction of the Federal Power Commission 
of the United States of America. 


On August 20, 1965 the Company entered into an agreement with American Natural Gas Company of 
Detroit, Michigan (hereinafter referred to as “American Natural’’) whereby American Natural has agreed 
to participate equally with the Company in the ownership of Great Lakes. Under that agreement, all 
shares of Great Lakes are held equally by the Company, through Alberta Inter-Field Gas Lines Limited, a 
wholly owned subsidiary, and American Natural. 


Great Lakes was authorized by the Federal Power Commission under Opinion and Order No. 521 issued 
June 20, 1967 in Dockets Nos. CP66-110, CP66-111 and CP66-112, to construct and operate facilities in the 
United States of America for the importation, sales, transportation and exportation of natural gas. The 
necessary authorizations to other parties in connection with the Great Lakes Project have also been granted 
by the Federal Power Commission. 


Applications for rehearing of the opinion and order authorizing the Great Lakes Project filed with the 
Federal Power Commission by certain parties opposed to the Project were denied by the Commission under 
Opinion and Order 521A issued August 9, 1967. Within 60 days from the date of such denial, such parties 
may file a petition for review of such decision in a United States Court of Appeals. 


Great Lakes proposes to construct a 989 mile 36 inch diameter pipe line system from a point on the 
international boundary near Emerson, Manitoba through the states of Minnesota, Wisconsin and Michigan 
to a point on the international boundary near Sarnia, Ontario. A ten inch lateral will extend 44 miles from 
this 36 inch pipe line to Sault Ste. Marie, Ontario. These facilities are herein referred to as the Great Lakes 
Project. 


It is proposed that gas purchased by the Company and transported to Emerson, Manitoba will be 
transported through the pipe line proposed to be constructed by Great Lakes from Emerson, Manitoba to 
Sault Ste. Marie and St. Clair, Michigan for delivery to, and resale by, the Company in eastern Canada, and 
it is proposed that Michigan Consolidated Gas Company (a subsidiary of American Natural, hereinafter 
referred to as ‘‘Michigan Consolidated’’) will purchase gas from Great Lakes at various points in the State 
of Michigan. It is estimated that the cost of constructing the facilities required for the foregoing project 
will be US $193,000,000 with additional construction costs of US $18,500,000 to be incurred by the end of 
the fourth year of operation. The Company and American Natural have each invested US $10,000,000 in 
common shares of Great Lakes and it is proposed that they will each invest an additional US $7,000,000 in 
common shares and that the balance of the foregoing funds will be raised by Great Lakes from the sale of 
first mortgage bonds and other securities. The projected peak daily throughput for the first year of full 
operation is 475,000 Mcf increasing to 734,000 Mcf in the fourth year. Additional throughput can be obtained 
by the construction of additional facilities. 


It is intended that Great Lakes will construct its pipe line in two stages: 

(i) a 36-inch diameter line from the Austin storage field area of Michigan to the international boundary 
near St. Clair, Michigan, to be completed by November 1, 1967, construction of which has com- 
menced ; 

(ii) a 36-inch diameter line from Emerson, Manitoba to the Austin storage field area in Michigan, and a 
10-inch diameter pipe line from the said 36-inch diameter line to the international boundary at Sault 
Ste. Marie, Michigan, both to be completed by November 1, 1968. 

Pursuant to a Precedent Agreement dated September 24, 1965, contracts have been entered into be- 


tween the Company, Great Lakes, Michigan Wisconsin Pipe Line Company (a subsidiary of American 
Natural, hereinafter referred to as ‘‘Michigan Wisconsin”) and Michigan Consolidated as follows: 


Gas transportation contract dated as of July 14, 1967 between the Company and Great Lakes pro- 
viding for the transportation by Great Lakes on behalf of the Company of volumes of gas escalating from 
113,000 Mcf daily in the first contract year (ending November 1, 1968) to 677,000 Mcf daily in the fifth 


and subsequent contract years; 
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Gas sale contract dated as of July 14, 1967 between the Company and Great Lakes whereby Great 
Lakes has agreed to purchase from the Company for its own purposes and resale to United States cus- 
tomers volumes of gas escalating from 29,000 Mcf daily in the first contract year (ending November 
1, 1969) to 84,500 Mcf daily in the fourth and subsequent contract years; 


Gas transportation and sale contract dated as of July 14, 1967 between Great Lakes and Michigan 
Consolidated providing for transportation by Great Lakes of up to 50,000 Mcf daily from the Austin 
storage field area to the Belle River Mills area in Michigan for the first contract year (ending November 
1, 1968) and for the second and third contract years, and for the sale by Great Lakes to Michigan Con- 
solidated of volumes of gas commencing at 20,000 Mcf annually in the second contract year (ending No- 
vember 1, 1969) and escalating to 57,000 Mcf annually in the fourth and subsequent contract years; and 


An interim gas purchase contract for a term of two years dated as of July 14, 1967 between the 
Company and Michigan Wisconsin whereby Michigan Wisconsin will sell to the Company in the Austin 
storage field area in Michigan 113,000 Mcf daily in the first contract year (ending November 1, 1968) 
and 63,000 Mcf daily in the second contract year. 


By letters dated December 13, 1965, and June 238, 1967, Michigan Wisconsin confirmed to the Company 
that an additional 18,000,000 Mcf of gas will be available for delivery and sale during the first contract year 
under the last-mentioned gas purchase contract. 


In order to secure additional quantities of gas on a short term basis during the development of the 
Great Lakes Project, the Company arranged with Tennessee Gas Transmission Company to purchase 
(under authority of Licence GLI-2, as amended )at Niagara Falls, Ontario a total of not more than 86,500,000 
Mcf during a period commencing November 1, 1965 and ending November 1, 1970. For the same pur- 
pose, the Company also entered into an agreement with Quebec Natural Gas Corporation (hereinafter 
referred to as ‘Quebec Natural’) whereby the Company agreed to purchase, during the period com- 
mencing March, 1965 interruptible volumes of gas which customers of Quebec Natural are prepared to release 
and Quebec Natural is prepared to sell back to the Company. This agreement, which may be cancelled by the 
Company on giving six months’ notice to Quebec Natural, provides for the purchase of a conditional total 
volume of 28,700,000 Mcf and extends to November 1, 1967. Nearly all of this volume had been delivered 
by mid 1967. 


Complementary to the Great Lakes Project and pursuant to a Precedent Agreement dated September 
24, 1965, the Company has entered into a contract with Midwestern dated as of June 30, 1967 which provides 
for an additional daily export sale of 116,332 Mcf of contracted demand service for a 25 year period from 
the date of initial delivery. 


Additional sales under contracts entered into in connection with the Great Lakes Project are as follows: 


Union Gas Company of Canada, Limited: Average day of 33,770 Mcf in Ist year increasing to 
147,900 Mcf in 6th year. 
The Consumers’ Gas Company — Average day of 34,290 Mcf in Ist year increasing to 
Central Rate Zone: 205,500 Mcf in 7th year. 
Northern and Central Gas Company Limited — Daily contracted demand of 48,500 Mcf in 3rd year 
Western & Northern Rate Zones: increasing to 76,500 Mcf in 7th year (deliveries of 
volumes for first contract year commenced Novem- 
ber 1, 1966). 
Lakeland Natural Gas Limited: Daily contracted demand of 3,000 Mcf in Ist year 


increasing to 16,000 Mcf in 6th year (deliveries of 
volumes for first contract year commenced Novem- 


ber 1, 1966). 

Great Northern Gas Company Limited: Daily contracted demand of 17,100 Mcf in Ist year 
increasing to 34,600 Mcf in 7th year. 

Quebec Natural Gas Corporation: Daily contracted demand of 32,500 Mcf in the Ist 


year increasing to 56,000 Mcf in the 5th year. 


The average day deliveries referred to above are computed by dividing the annual quantity contracted 
for by the number of days in each 12 month period. 
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The National Energy Board has granted the following licences to the Company for the export and im- 
port of gas in connection with the Great Lakes Project: 


Licence No. GL-20 (as amended) covering the exportation of gas at Emerson, Manitoba of up to 
87,600 Mcf per day, 32,100,000 Mcf in any consecutive 12 month period ending 
October 31, for a total of 765,000,000 Mcf during a period commencing on a day 
to be fixed by the Board and ending on that day when the Licencee’s Permit No. 
TC 64-6 dated the Ist day of December, 1964, as amended on the 29th day of 
June, 1966, issued to it by the Oil and Gas Conservation Board of Alberta, and 
any Permit issued by that Board in amendment or substitution therefor, expires, 
or on the 31st day of October, 1991, whichever day shall first occur. 


Licence No. GL-21 (as amended) covering the exportation and importation of the same gas from and 
to Canada, at Emerson, Manitoba and Sault Ste. Marie and Sarnia, Ontario, 
respectively, of up to 677,000 Mcf per day, 247,782,000 Mcf in any 12 month 
period ending October 31, for a total of 6,000,000,000 Mcf during a period com- 
mencing on a day to be fixed by the Board and ending on that day when the 
Licencee’s Permit No. TC 64-6 dated the lst day of December, 1964, as amended 
on the 29th day of June, 1966, issued to it by the Oil and Gas Conservation 
Board of Alberta, and any Permit issued by that Board in amendment or 
substitution therefor, expires, or on the 3lst day of October, 1991, whichever 
day shall first occur. 


Licence No. GL-22 (as amended) covering the exportation of gas at Emerson, Manitoba of up to 
3,000,000 Mcf during a period commencing on a day to be fixed by the Board 
and terminating on the 3lst day of December 1968. 


Licence No. GLI-4 (as amended) covering the importation of gas at Sarnia, Ontario of up to 
59,245,000 Mcf during a period commencing on a day to be fixed by the Board 
and ending on the 31st day of October, 1968 and up to 23,058,000 Mcf during 
a period commencing on the Ist day of November, 1968 and ending on the Ist 
day of November, 1969. 


Complementary to the Great Lakes Project and in order to fulfill its obligations under the gas transporta- 
tion and gas sales contracts referred to above, the Company has constructed and will be constructing addi- 
tional pipe line loop and compression facilities in Canada. The National Energy Board has granted 
authority, under Certificate No. GC-30 (as amended), for the construction of certain of these facilities and the 
Company will apply for further authorizations as required. The Company also proposes to construct, in 1968, 
approximately 6.5 miles of 10.750 inch new pipe line extending from a point on the international boundary in 
the St. Mary’s River to a point near Sault Ste. Marie, Ontario, and approximately 124 miles of 26 inch new 
pipe line from a point in the Township of Dawn to the Company’s existing line near Hamilton, Ontario. 


All volumes expressed under this heading Great Lakes Project are calculated at a base pressure of 14.73 
p.s.i.a. and at a base temperature of 60° Fahrenheit. 


In an Agreement dated the 4th day of October, 1966 and made between the Company and Alberta Inter- 
Field Gas Lines Limited (hereinafter referred to as ‘‘Inter-Field’’) and Her Majesty the Queen in Right of 
Canada represented by the Minister of Energy, Mines and Resources (hereinafter referred to as the ‘“‘Gov- 
ernment”), the Company and Inter-Field have undertaken with the Government, inter alia, as follows: 
(i) to cause to be transported more than 50% of the total volume of natural gas transported in each year 
(November 1 to October 31) by the Company from Western Canada for use in Eastern Canada through the 
Northern Ontario line east of Winnipeg; (ii) to cause to be transported 60% of such gas through the Northern 
Ontario line by the end of 1976, assuming the Company’s eastern Canadian market continues to grow as fore- 
cast, and to achieve a goal of 65% within a reasonable time thereafter; and (iii) to commence the looping of 
the Northern Ontario line east of Winnipeg not later than 1970 to meet such transportation requirements; 
all subject to delays caused by force majeure. 


The Agreement also provides that neither the Company nor Inter-Field will sell or dispose of or will 
permit to be sold or disposed of (except to the extent, if any, that such shares may be subject to the floating 
charge created by and under the Mortgage hereinafter referred to) any of the shares of any class of the 
capital stock of Great Lakes now held by Inter-Field or which at any time hereafter may be acquired by or 
held by or for, whether directly or indirectly, the Company, Inter-Field, or any other subsidiary of the Com- 
pany, without the approval of the Government, provided that this shall not restrict the transfer of such 
shares from Inter-Field to the Company, and that at any time upon the direction of the Government, the 
Company will deliver to the Government or to any person or corporation designated by the Government 
certificates for all shares of Great Lakes held, directly or indirectly, by or for the Company or any subsidiary 
of the Company, to be held in the custody of the Government or such person or corporation as trustee in 
trust for the Company or such wholly-owned subsidiary of the Company as may be the owner of such shares 
for the purpose of ensuring performance of the foregoing restrictions on the sale or disposition of such shares. 


Banner Petroleums Limited 


Banner Petroleums Limited (hereinafter referred to as ‘‘Banner’’) was incorporated on October 12, 1966, 
as a wholly owned subsidiary of the Company for the purpose of exploring for and developing reserves of 
petroleum and natural gas. While Banner plans to operate more extensively in western Canada it will also 
conduct operations in Ontario. 

As at August 15, 1967, Banner had acquired the following interests in Petroleum and Natural Gas 
(P & NG) rights: 


Options on 
P&NG P&NG P & NG 
Leases Reservations Leases 
Ontario Gross Acres 40,532 — 14,574 
Net Acres 22,292 — 12,380 
Alberta Gross Acres 21,440 218,424 3,200 
Net Acres 11,136 109,212 1,440 


Banner has completed its initial five well drilling program in Ontario and has drilled three wells in 
Alberta. An additional well is currently being drilled in Alberta. It is expected that one of the wells in 
Alberta in which Banner owns a 50% interest will be completed as a dual zone gas well. 


CAPITALIZATION 
(As at August 15, 1967) 
Authorized Outstanding 
First Mortgage Pipe Line Bonds (1) 
Ho % Series due 1978 ee cee $ 23,010,000 $ 15,210,000 
549, Series due 1972.2 Ge ea ee US $100,990,000 US $ 66,770,000 
6947; Series due 1978 ee) OH ee $ 4,866,000 $ 3,230,000 
6149 Series due 19782008 (Ba ees ee US $ 8,260,000 US $ 5,578,000 
634% Series due: 1983: .eeee se eee $ 44,774,000 $ 41,012,000 


D4 %o Seriesidue L9So Meee a. eee 
514% Series due 1985... 


Subordinated Debentures due 1987 
H.85 V7 Serviegiy, dtviad st pes kes ae 
5.60% Seres. du octethvte eer Cee ee 


Convertible Subordinated Income Debentures 
5% due December 1, 1989...:.........+.. 


$2.80 Cumulative Redeemable Preferred Shares 


US $ 92,990,000 
US $ 40,000,000 


$ 54,166,700 
US $ 20,833,300 
(2) 

$ 25,088,800 


US $ 85,178,000 
US $ 40,000,000 


$ 54,166,700 
US $ 20,833,300 


$ 25,086,700 (3) 


$50 par :valueie. 2s oJ eee eee 1,000,000 shares 1,000,000 shares 


10,000,000 shares 8,226,349 shares (3) 


Notes: (1) The authorized aggregate principal amount of First Mortgage Pipe Line Bonds which may be issued at any time is 
unlimited but First Mortgage Pipe Line Bonds, in addition to those now outstanding, may only be issued subject to 
the restrictions contained in the Mortgage hereinafter referred to unless waived. 


Commion Shares; $I par’ values)... 0s eee 
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(2) The 5% Convertible Subordinated Income Debentures due December 1, 1989 were issued pursuant to the Debenture 
Trust Indenture, hereinafter referred to, under which, subject to certain restrictions, additional debentures may be 
issued without limit as to aggregate principal amount. 


(3) As at August 15, 1967, 122,885 common shares were reserved for issuance upon the exercise of options granted or which 
may be granted to officers and other employees under the Company’s Incentive Stock Option Plan. The Company has 
covenanted to reserve a sufficient number of its common shares for issue upon conversion of all of the Convertible 
Subordinated Income Debentures; as at August 15, 1967 the number of common shares so reserved was 611,870 shares. 
The Company has covenanted to reserve a sufficient number of its common shares for issuance on the exercise of the 
Share Purchase Warrants which were issued in connection with the sale of the Cumulative Redeemable Preferred Shares; 
as at August 15, 1967 the number of common shares so reserved was 499,951 shares. 


OUTSTANDING DEBT 
Outstanding Bonds 


The Company has heretofore issued under the Mortgage hereinafter referred to and has sold the follow- 
ing series of bonds: 


(a) $23,010,000 aggregate principal amount of First Mortgage Pipe Line Bonds, 514% Series due 
October 1, 1978 (herein sometimes referred to as the “514% 1978 Series Bonds’), $4,866,000 
aggregate principal amount of First Mortgage Pipe Line Bonds, 634% Series due October 1, 1978 
(herein sometimes referred to as the ‘634% 1978 Series Bonds’) and $44,774,000 aggregate principal 
amount of First Mortgage Pipe Line Bonds, 614% Series due May 1, 1983 (herein sometimes 
referred to as the “614% 1983 Series Bonds’’), the interest and premium, if any, on, and the 
principal of, which are payable in Canadian funds; and 


(b) US $100,990,000 aggregate principal amount of First Mortgage Pipe Line Bonds, 514% Series 
due October 1, 1978 (herein sometimes referred to as the ‘544% 1978 Series Bonds’’), US 
$8,260,000 aggregate principal amount of First Mortgage Pipe Line Bonds, 614% Series due 
October 1, 1978 (herein sometimes referred to as the ‘'614% 1978 Series Bonds’’), US $92,990,000 
aggregate principal amount of First Mortgage Pipe Line Bonds, 534% Series due May 1, 1983 
(herein sometimes referred to as the ‘‘534% 1983 Series Bonds’’) and US $40,000,000 aggregate 
principal amount of First Mortgage Pipe Line Bonds, 544% Series due May 1, 1985 (herein some- 
times referred to as the ‘1985 Series Bonds’’), the interest and premium, if any, on, and the princi- 
pal of, which are payable in United States funds. 


There are outstanding at August 15, 1967 $15,210,000 aggregate principal amount of 544% 1978 Series 
Bonds; US $66,770,000 aggregate principal amount of 544% 1978 Series Bonds; $3,230,000 aggregate princi- 
pal amount of 634% 1978 Series Bonds; US $5,578,000 aggregate principal amount of 614% 1978 Series 
Bonds; $41,012,000 aggregate principal amount of 614% 1983 Series Bonds; US $85,178,000 aggregate 
principal amount of 534% 1983 Series Bonds and US $40,000,000 aggregate principal amount of 1985 Series 
Bonds. 

The 546% 1978 Series Bonds, the 514% 1978 Series Bonds, the 634% 1978 Series Bonds and the 
64% 1978 Series Bonds are herein sometimes collectively referred to as the “1978 Series Bonds’’. The 
614% 1983 Series Bonds and the 534% 1983 Series Bonds are herein sometimes collectively referred to as the 
‘1983 Series Bonds’’. The 1978 Series Bonds, the 1983 Series Bonds and the 1985 Series Bonds are herein 
sometimes collectively referred to as the ‘Outstanding Bonds’. 


Sinking Funds: 

The Mortgage provides for semi-annual sinking fund payments of $662,000, $139,000, US $2,904,000 
and US $228,000 for the 514% 1978 Series Bonds, the 634% 1978 Series Bonds, the 544% 1978 Series Bonds 
and the 614% 1978 Series Bonds, respectively. The Mortgage provides that such sinking fund payments 
shall be in larger amounts in the event that an Independent Engineer’s Certificate filed for 1966 or any year 
thereafter states that the ‘‘date of exhaustion of gas supply’’ (as defined in the Mortgage) will be a date 
earlier than October 1, 1980. 


The Mortgage provides for semi-annual sinking fund payments of $1,254,000 and U.S. $2,604,000, at 
the Special Redemption Prices therein provided, for the 614% 1983 Series Bonds and the 534% 1983 
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Series Bonds, respectively. The Mortgage also provides that the sinking fund retirements on the 1983 Series 
Bonds shall be in larger amounts in the event that an Independent Engineer's Certificate filed for 1966 or any 
year thereafter to and including such Certificate filed for 1972 states that the ‘‘date of exhaustion of gas 
supply”’ (as defined in the Mortgage) will be a date earlier than October 1, 1980, or in the event that any such 
Certificate filed for any year after 1972 states that the date of exhaustion of gas supply will be a date earlier 
than May 1, 1985. 


The Mortgage provides for semi-annual sinking fund payments for the 1985 Series Bonds commencing 
May 1, 1968 of 2.8% of the maximum principal amount of the 1985 Series Bonds outstanding at any time 
prior to January 1, 1968, provided that, if the amounts representing such percentage shall not be even 
multiples of $1,000 they shall be increased to the next even multiple of $1,000. The Mortgage also provides 
that the sinking fund retirements on the 1985 Series Bonds shall commence at an earlier date and/or shall 
be in larger amounts in the event that an Independent Engineer’s Certificate filed for 1966 or any year there- 
after to and including such Certificate filed for 1972 states that the ‘‘date of exhaustion of gas supply”’ (as 
defined in the Mortgage) will be a date earlier than October 1, 1980, or in the event that any such Certi- 
ficate filed for 1973 or 1974 states that the date of exhaustion of gas supply will be a date earlier than May 1, 
1985, or in the event that any such Certificate filed for any year after 1974 states that the date of exhaustion 
of gas supply will be a date earlier than May 1, 1987. 


Mortgage: 


The Outstanding Bonds are issued pursuant to a Deed of Trust and Mortgage (herein sometimes referred 
to as the ‘‘Original Indenture’’) dated as of January 1, 1957 and made between the Company and National 
Trust Company, Limited, as Trustee (herein sometimes referred to as the ‘‘Bond Trustee’’), and indentures 
supplemental thereto (which Deed of Trust and Mortgage as supplemented and amended from time to time 
by various indentures supplemental thereto, together with a Trust Deed of Hypothec, Mortgage and Pledge 
bearing the same date and made between the same parties and substantially of the same tenor and to the 
same effect as the Original Indenture but executed in notarial form in compliance with the laws of the Prov- 
ince of Quebec, as such Trust Deed of Hypothec, Mortgage and Pledge has been supplemented and amended 
by various indentures supplemental thereto, is herein collectively referred to as the ‘‘Mortgage’’). 


Security: 


The Outstanding Bonds are equally and rateably secured by the Mortgage which is expressed to con- 
stitute, subject to permitted liens and other exceptions referred to in the Mortgage: 


(1) a first fixed and specific mortgage hypothec pledge and charge upon (i) all real and immovable 
property and rights, including fixed plant, fixed machinery and fixed equipment required to be pur- 
chased, constructed or acquired prior to completion of the “‘initial stage of pipe line development” 
and the ‘‘second stage of pipe line development” (as those terms are defined in the Mortgage) and also 
upon such additional property and rights of the same character as are described in the property schedules 
to the Mortgage, (ii) the Company’s interest in the transportation contract dated as of January 29, 
1957 and made between the Company and The Alberta Gas Trunk Line Company Limited, as amended, 
(iii) the Company’s interest in substantially all gas purchase, gas sales and gas products sales contracts 
of the Company, and (iv) all moneys from time to time on deposit under the Mortgage with the Bond 
Trustee as such; and 


(2) a first floating charge upon the undertaking of the Company and all its property and assets, 
present and future, situated in the Provinces of Quebec, Ontario, Manitoba, Saskatchewan and Alberta 
(other than specifically mortgaged property) subject to the right of the Company, with certain excep- 
tions, to deal with its property and assets in the ordinary course of its business, to pay dividends to 
the extent permitted by the Mortgage, and to borrow from bankers in the ordinary course of its busi- 
ness, subject to certain restrictions on the term of such borrowing and the security therefor, all as more 
particularly described in the Mortgage. 
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The Mortgage provides that the specific lien thereby created shall extend not only to assets presently 
owned by the Company but also to future assets acquired by the Company and provides for the execution 
by the Company from time to time of any instruments which may be necessary to make such specific lien 
effective against such assets, subject to permitted liens and other exceptions stated in the Mortgage. 


There are also included in the Mortgage provisions for the release, upon certain terms and subject to 
certain conditions, of real and immovable property from time to time covered by the specific lien of the 
Mortgage. 


Additional Bonds: 


The total principal amount of First Mortgage Pipe Line Bonds authorized to be issued under the 
Mortgage is unlimited but additional Bonds may be issued only in accordance with the provisions set out 
in the Mortgage. Bonds may be issued from time to time in an amount equal to 60% of the net bondable 
value of property additions (as defined in the Mortgage) (which may include oil and gas producing properties 
up to a limit of $25,000,000) but, so long as any First Mortgage Pipe Line Bonds are outstanding, only if (1) 
such issuance will not cause the total principal amount of Bonds and purchase money obligations (as defined 
in the Mortgage) to be outstanding after such issuance to exceed 70% of the total capitalization of the Com- 
pany (as defined in the Mortgage) and (2) the ‘‘net earnings of the Company available for interest and prop- 
erty retirement appropriations” (as defined in the Mortgage) for any 12 consecutive months during the 15 
month period immediately preceding the first day of the month in which application for the authentication 
and delivery of such additional Bonds is made, have been equal to not less than (A) 3 times the amount of 
the annual interest charges on all outstanding Bonds (including the Bonds then proposed to be issued) and 
purchase money obligations and (B) 11% times the ‘‘maximum annual service charge’ (as defined in the 
Mortgage) on such Bonds and purchase money obligations, and (3) the ‘‘net earnings of the Company avail- 
able for interest’”’ (as defined in the Mortgage), for the same 12 month period referred to in (2) above, have 
been equal to not less than 2 times the amount of the annual interest charges on such Bonds and purchase 
money obligations. 


Certain Covenants: 
In addition to other covenants, the Mortgage contains covenants of the Company to the following effect: 


(1) The Company will not cancel or terminate the Trunk Line Contract and will not amend 
such contract or amend in a material respect any gas purchase contract, except in certain specified 
ways, or any gas sale or transportation contract subject to the specific lien of the Mortgage unless an 
Engineer’s Certificate (as defined in the Mortgage) is filed with the Bond Trustee to the effect that such 
amendment (considered, in the case of an amendment in connection with the unitization of production, 
with other arrangements for unitization) is desirable in the Company’s business and is not prejudicial to 
the Bondholders and unless the Bond Trustee has been furnished with an appropriate opinion of counsel. 


(2) The Company will not pay any dividend or make any other distribution on any of its common 
shares or purchase, redeem or otherwise acquire any shares of its capital stock (excluding from such 
restriction and from the following calculation dividends paid in common shares and capital stock acquired 
in exchange for or from the proceeds of the substantially concurrent issue of other capital stock or out of 
contributions to the capital of the Company, and preferred shares of any class or series purchased or re- 
deemed by the Company in compliance with the provisions of any purchase fund or sinking fund (which 
may be on a cumulative or non-cumulative basis) applicable to such class or series if such provisions do 
not require purchases or redemptions of shares of said class or series at a rate (based on par or stated value), 
for each calendar year during which any shares of such class or series shall have been outstanding, in 
excess of 3% of the aggregate par or stated value of the largest number of shares of said class or series at 
any time theretofore outstanding) or (with certain exceptions) repay, purchase or redeem any of the 
Subordinated Debentures or any of its Subordinated Income Obligations (as hereinafter defined) 
or (with certain exceptions) make any dividend fund investment (as hereinafter defined) if, after 
giving effect to such action, its outstanding funded debt (with certain exceptions) would then exceed 
75% of its total capitalization or if thereafter the aggregate amounts paid for dividends on, and for 
repurchases or redemptions of, capital stock, with the exception of preferred shares purchased or re- 
deemed by the Company in compliance with any purchase fund or sinking fund provision to the ex- 
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tent hereinafter permitted, together with interest not charged to construction, all payments (with 
certain exceptions) in respect of principal of its Subordinated Income Obligations and the Subordi- 
nated Debentures, all outstanding dividend fund investments (with certain exceptions) and the excess 
of requirements for retirement of funded debt over the Company’s appropriations (not less than a speci- 
fied minimum) for depreciation, depletion, amortization and other property retirements, would exceed net 
earnings of the Company available for interest after income taxes, computed for the period and in the 
manner provided in the Mortgage, and after adding to such net earnings amounts of $6,337,503.90 and 
US $2,333,329.60 being the amounts of interest deposits made by the Company with the Subordinated 
Debenture Trustee hereinafter referred to. The Mortgage provides for an additional deduction from 
such net earnings of $6,000,000, but in determining the Company’s right to declare or pay any cash 
dividend on any of its common shares, the Company need not make such deduction if such dividend is at 
a quarterly rate not exceeding 25¢ per common share on each common share outstanding on the record 
date for determination of shareholders entitled to participate in such dividend; the said amount of 25¢ 
per share is to be proportionately reduced or increased as the case may be in the case of any split of 
common shares, dividend paid in common shares or combination of common shares into a smaller number 
of shares. The issuance of common shares upon conversion of any security of the Company shall not 
require any adjustment of the 25¢ per share limit. 


The term ‘‘Subordinated Income Obligations” is defined, in effect, in the Mortgage to mean and in- 
clude the Convertible Debentures (as hereinafter defined) and/or any other indebtedness subor- 
dinated to the Bonds the proceeds of which shall have been used to purchase, redeem or pay in cash 
any Subordinated Income Obligations, as so defined. The term ‘indebtedness subordinated to the 
Bonds” is defined in §5:26 of the Mortgage as meaning unsecured indebtedness for money borrowed on 
which interest is payable only to the extent earned (as therein defined) and which by its terms shall 
become due and payable not earlier than January 1, 1987 and which has no mandatory sinking funds, 
fixed or contingent, and which is subordinated to and subject in right to the prior payment in full of the 
interest and principal of the First Mortgage Pipe Line Bonds of the Company substantially to the same 
extent as is provided with respect to the Subordinated Debentures. Interest shall be considered to be 
payable only to the extent earned within the meaning of the foregoing definition of ‘‘indebtedness subor- 
dinated to the Bonds”’ if, by the terms of such indebtedness or the instruments under which it is issued, 
the Company’s obligation to pay interest thereon is made contingent upon earnings computed in accord- 
ance with a formula contained in such indebtedness or other instruments, which formula may be on a 
consolidated or non-consolidated basis, may provide for periodic or cumulative calculations of earnings 
and may otherwise contain such provisions as the Company shall determine, except that such formula 
shall require the deduction of all operating expenses, including depreciation in an amount not less 
than the amount charged on the books of the Company, and all interest (not charged to construction) 
on, and amortization of debt discount and expense applicable to, fixed interest obligations, but need 
not require the deduction of any provision for taxes based on or measured by income or profits. 


The term ‘‘dividend fund investment”’ is defined in the Mortgage to mean and include any invest- 
ment by the Company in any other corporation at any time made or existing except the following: 


(a) Class A or Class B Common Shares of The Alberta Gas Trunk Line Company Limited 
purchased by the Company for not more than $1,000,000 and loans or advances to, or purchases 
of the securities of Western Pipe Lines which constituted construction costs (as defined in the Mort- 
gage); 


(b) Any investment made by the Company in exchange for, or from the cash proceeds of 
the substantially concurrent issue of, capital stock of the Company, other than capital stock 
issued upon conversion of or in exchange for any Subordinated Income Obligations; 


(c) Any investment or investments by the Company at any time or from time to time on or 
prior to December 31, 1969 in any corporation undertaking construction or operation of any facilities 
in the United States of America for use as part of, or in connection with, any project designed to 
furnish additional supplies of natural gas to the Company for delivery to its customers in eastern 
Canada, but only to the extent that the aggregate amount of all such investments together with the 
aggregate amount, if any, theretofore applied by the Company as hereinafter provided in the cove- 
nant contained in subparagraph (4) to redeem or purchase Subordinated Income Obligations 
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(exclusive of accrued interest payable on, and costs of, such redemptions or purchases) is not greater 
than the aggregate net proceeds, not in excess of $50,000,000, theretofore received by the Company 
(after deduction of underwriting commissions, discounts and other expenses of issue) from the sale 
of preferred shares of the Company; 


(d) Any investment by the Company in any corporation other than a restricted subsidiary 
(as hereinafter defined) which does not increase to an amount in excess of $2,000,000 the total 
amount of the outstanding investments of the Company and of all restricted subsidiaries in cor- 
porations other than restricted subsidiaries, excluding from such total any investments specified 
in paragraphs (a), (b) and (c) above; and 


(e) Any investment in a restricted subsidiary (as hereinafter defined). 


(3) The Company will not create, assume, or otherwise incur any funded debt (as defined in the 
Mortgage) if immediately thereafter the funded debt of the Company would be in excess of 75% of the 
total capitalization of the Company. For the purposes of this convenant, Subordinated Income Obliga- 
tions and other indebtedness subordinated to the Bonds (as defined above) shall not be regarded as 
funded debt but shall be included in total capitalization. 


(4) The Company will not directly or indirectly repay, redeem or acquire any of the Subordinated 
Income Obligations except out of funds otherwise available for the payment of dividends on its common 
shares or except in exchange for, or from the proceeds of a substantially concurrent sale of, preferred or 
common shares of the Company or from the proceeds of a sale of securities of the Company representing 
indebtedness subordinated to the Bonds (as defined above), or to the extent that the aggregate amount 
applied by the Company on or prior to December 31, 1969, to such purchases or redemption (exclusive 
of accrued interest payable on, and costs of, any such purchase or redemptions) together with the aggre- 
gate amount of any investments theretofore made by the Company under the provisions of subdivision 
(c) of the definition ‘dividend fund investment’ is not greater than the aggregate net proceeds, not in 
excess of $50,000,000, theretofore received by the Company (after deduction of underwriting commis- 
sions, discounts and other expenses of issue) from the sale of preferred shares of the Company. 


The Mortgage provides that the foregoing restrictions shall not affect the right of the Company 
to call for redemption and redeem any of the Subordinated Income Obligations which are convertible 
into common shares of the Company, if the date of expiration of the conversion right shall be at least 21 
days after the date on which notice of such redemption is first given and if either: (i) on the day before 
the date notice of such redemption is first given, the market price of the common shares of the Company 
into which such Subordinated Income Obligations are convertible is at least 130% of the price per 
share at which such Subordinated Income Obligations are convertible into common shares of the 
Company, such market price being determined on the basis of the mean between the highest and lowest 
sales prices per share of common shares of the Company on the Toronto Stock Exchange on the date of 
such determination or, if there shall have been no sales on such Exchange on such date, the mean be- 
tween the closing bid and asked prices per share on such Exchange on such date or, in case the common 
shares of the Company are not listed or admitted to trading on the Toronto Stock Exchange, the mean 
between the closing bid and asked prices per share of the common shares of the Company on such date, 
as furnished by any member firm of such Exchange selected by the Company for such purpose; or (ii) 
prior to the date notice of such redemption is first given, the Company shall have entered into a valid 
and enforceable agreement with one or more firms who are members of the Investment Dealers Associa- 
tion of Canada or with other investment banking firms or institutional investors, of recognized standing, 
containing provisions to the effect that, so long as the holders of such Subordinated Income Obligations 
to be called for redemption have the right to convert the same into common shares of the Company, such 
firms or investors will purchase any and all such Subordinated Income Obligations so called which may 
be tendered to them at the price stated in such agreement, which price shall be at least equal to the 
redemption price thereof on the date fixed for redemption, including accrued interest to the redemption 
date if payable as part of the redemption price, plus 25¢ for each $100 principal amount thereof, and will 
surrender all such Subordinated Income Obligations so purchased for conversion into common shares of 
the Company; provided that all amounts which shall be paid in cash by the Company upon the redemption 
of any such Subordinated Income Obligations upon a call for redemption in conformity with either 


21 


clause (i) or (ii) above shall, nevertheless, be included under certain computations subsequently made 
under the covenant referred to in (2) above. 


(5) The Company will not directly or indirectly repay, redeem or acquire any of the Subordinated 
Debentures otherwise than pursuant to the terms of the sinking fund provided for in the Subordinated 
Debenture Indenture (hereinafter referred to) except with funds available for the payment of dividends 
on its common shares or from the proceeds of a substantially concurrent sale of preferred or common 
shares of the Company or from the proceeds of the sale of securities representing indebtedness subordi- 
nated to the Bonds. For the purposes of this covenant ‘‘indebtedness subordinated to the Bonds” is 
defined in §5.27 of the Mortgage to mean unsecured indebtedness for money borrowed which by its terms 
shall become due and payable not earlier than January 1, 1987 and which is subordinated to and subject 
in right to the prior payment in full of the interest on and principal of First Mortgage Pipe Line Bonds 
of the Company substantially to the same extent as provided with respect to the Subordinated Deben- 
tures. 


(6) The Company will not make or consent to any change in the subordination provisions of the 
Subordinated Debenture Indenture or make any other change in the Subordinated Debenture Indenture 
which might adversely affect the rights of the holders of the Outstanding Bonds. 


(7) So long as each series of the Outstanding Bonds is outstanding, no additional Bonds shall be 
issued having a maturity (except, in the case of Bonds maturing in whole or in part serially, maturities 
other than the last maturity of such series) earlier than the respective maturity dates of each such series. 


(8) So long as each series of the Outstanding Bonds is outstanding, the Company will not issue any 
additional Bonds which will, by their terms, be required to be retired, either through serial maturities or 
through the operation of any purchase, sinking, amortization, improvement or other analogous fund, 
at a faster rate than each series of the Outstanding Bonds are retired through the respective sinking 
funds provided for such Bonds. 


(9) (a) The Company will not permit any restricted subsidiary (as hereinafter defined) to create, 
assume, incur or suffer to exist any indebtedness except (i) indebtedness to the Company, (ii) unsecured 
indebtedness, incurred in the ordinary course of business not as a result of borrowing, payable on demand 
or maturing by its terms not more than eighteen months from the date of the creation, assumption or 
other incurrence thereof, (111) indebtedness for taxes or assessments or governmental charges or levies, 
and judgments or awards against such restricted subsidiary, subject to certain exceptions, and (iv) 
indebtedness secured by purchase money mortgages or other purchase money liens, subject to certain 
restrictions as stated in the Mortgage; 


(b) The Company will not permit any restricted subsidiary to create, assume, incur or suffer 
to exist any mortgage, hypothec, pledge, encumbrance, charge or other lien of any kind upon, or any oil 
or gas payment with respect to, any of the property of such restricted subsidiary other than liens which 
would constitute permitted liens, liens permitted by the floating charge provisions of the Mortgage and 
liens securing or arising out of indebtedness, obligations, judgments, awards or other liabilities as set 
forth in clauses (iii) and (iv) of sub-division (a) of this paragraph (9); 


(c) The Company will not permit any restricted subsidiary to consolidate with or merge into 
or sell or convey or otherwise dispose of or lease all or substantially all of its property as an entirety 
to any other corporation except the Company or another restricted subsidiary, subject to certain excep- 
tions, and the Company will not permit any restricted subsidiary to make any investment in any corpor- 
ation other than the Company or another restricted subsidiary which would increase to an amount in 
excess of $2,000,000 the total amount of investments of the Company and of all restricted subsidiaries 
in corporations other than restricted subsidiaries (excluding from such total any investments specified 
in sub-divisions (a) and (b) of the definition of dividend fund investment hereinbefore referred to); 


(d) The Company will not and will not permit any restricted subsidiary to sell, assign or transfer 
to anyone other than the Company or another restricted subsidiary, as the case may be, any indebtedness 
owing to it from any restricted subsidiary or any share of any capital stock of any restricted subsidiary, 
subject to certain exceptions, and will not permit any restricted subsidiary to issue or dispose of any 
shares of its capital stock to anyone other than the Company or another restricted subsidiary, subject 
to certain exceptions, provided however that the total investment in any restricted subsidiary whether 
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held by the Company or by another restricted subsidiary or both may be sold as an entirety for the fair 
value thereof if the restricted subsidiary the investment in which is so sold does not own any invest- 
ment in any other restricted subsidiary not being simultaneously disposed of as permitted by this sub- 
division (d). 

The term ‘“‘restricted subsidiary”’ is defined in the Mortgage to mean any subsidiary (as hereinafter 
defined) (a) which is engaged in or proposes to engage in the business of producing, gathering, pro- 
cessing, storing, manufacturing, compressing, liquefying, selling, transporting, transmitting, distributing 
or supplying natural, manufactured or mixed gas or extracts therefrom, in gaseous, liquefied or other 
form, for light, heat, cold, fuel or other purposes, or in the business of acquiring, owning, exploring, 
developing, dealing in, selling or otherwise disposing of oil or gas, or any products thereof, or oil or 
gas properties and interests thereon, and (b) which shall have been designated by the Board of Directors 
of the Company as a restricted subsidiary on or prior to the date such subsidiary became a subsidiary 
or, in the case of a corporation which was a subsidiary at March 1, 1964, on or prior to the first date 
thereafter on which the Company shall make an additional investment in such subsidiary; and any 
designation so made by the Board of Directors shall be irrevocable. 


The term “‘subsidiary”’ is defined in the Mortgage to mean any corporation more than 50% of the 
voting shares of which at the time is owned or controlled directly or indirectly by another corporation, 
by one or more subsidiaries of such other corporation or by such other corporation and one or more 
of its subsidiaries. 


Default Provisions: 


The Mortgage contains provisions to the effect that on the occurrence of an ‘‘event of default’’ as defined 
in the Mortgage, the security thereby constituted shall become enforceable and either the Bond Trustee or 
the holders of not less than 25% in principal amount of all outstanding First Mortgage Pipe Line Bonds may 
declare the principal amount of all such Bonds to be immediately due and payable, provided that such de- 
fault may be waived and such declaration rescinded by the holders of more than 50% in principal amount of 
all outstanding First Mortgage Pipe Line Bonds or by extraordinary resolution (as hereinafter defined) in 
certain circumstances. The Mortgage also contains provisions in effect permitting the Bond Trustee to re- 
quire security or indemnity satisfactory to it from the Bondholders against the costs, expenses and liabilities 
to be incurred by the Bond Trustee in the exercise of any of the trusts or powers contained in the Mortgage 
at the request, order or direction of any of the Bondholders pursuant to the provisions of the Mortgage. 


The term ‘‘extraordinary resolution” is defined in the Mortgage to mean, in effect, a resolution adopted 
at a meeting of the Bondholders upon a poll by the affirmative vote of not less than 6624% of the votes 
given upon such poll or an instrument or written consent signed in one or more counterparts by the holders of 
not less than 6624% of the aggregate principal amount of First Mortgage Pipe Line Bonds then outstanding. 


Amendment to Mortgage: 


The Mortgage provides that the Company and the Bond Trustee may enter into an indenture or 
indentures supplemental to the Mortgage for the purposes set out in the Mortgage including the amend- 
ment of the covenants contained therein. The Mortgage provides that the consent of the Bondholders to 
most such amendments is required. Most of these amendments, including amendments changing the con- 
ditions to be met by the Company on the issue of additional Bonds, as set out under the heading ‘‘Additional 
Bonds’”’ on page 19 of this memorandum, require an extraordinary resolution (as hereinbefore defined) of 
the Bondholders. Certain amendments, depending on the nature of the amendment, require either the 
consent of each holder of the series affected or the consent of the holders of not less than 90% of the aggre- 
gate principal amount of the Bonds of each series affected, including each holder of a fully registered bond 
which is at the time registered in the name in which said Bond was originally registered on initial issue of 
Bonds of such series, 


Subordinated Debentures 


The Company has also heretofore issued and there are outstanding Subordinated Debentures due 
1987 (herein sometimes referred to as the “Subordinated Debentures’’) issued under an indenture (herein 
sometimes referred to as the ‘“‘Subordinated Debenture Indenture’’) made as of January 1, 1957 between 
the Company and Montreal Trust Company, as Trustee (herein sometimes referred to as the “Subordi- 
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nated Debenture Trustee’’), and consisting of $54,166,700 aggregate principal amount of 5.85% Sub- 
ordinated Debentures due 1987, Canadian Series (hereinafter referred to as the ‘5.85% 1987 Series 
Debentures”) and US $20,833,300 aggregate principal amount of 5.60% Subordinated Debentures due 
1987, United States Series (hereinafter referred to as the ‘5.60% 1987 Series Debentures’). The interest 
on, and the principal of, the 5.85% 1987 Series Debentures are payable in Canadian funds and the interest 
on, and the principal of, the 5.60% 1987 Series Debentures are payable in United States funds. The 
Subordinated Debenture Indenture provides for annual sinking fund payments for the Subordinated 
Debentures (commencing December 31, 1969) amounting to the smaller of $2,500,000 or 50% of the 
Sinking Fund Net Income of the Company (as defined in the Subordinated Debenture Indenture) for the pre- 
ceding fiscal year. 


Subordination: 


The payment of the principal of, and interest on, the Subordinated Debentures has been expressly 
subordinated in the manner and to the extent set forth in the Subordinated Debenture Indenture to the prior 
payment in full, first, of all the Company’s First Mortgage Pipe Line Bonds, and second, of all Other Prior 
Indebtedness (as defined in the Subordinated Debenture Indenture), and after default in payment of Prior 
Indebtedness, no payments (with certain exceptions) will be permitted to be made on the Subordinated De- 
bentures. 


Certain Covenants: 


The Company has covenanted in the Subordinated Debenture Indenture that so long as any of the 
Subordinated Debentures are outstanding it will not declare or pay any dividend or make any other dis- 
tribution upon its common shares or acquire by purchase or redemption or otherwise for a consideration 
any of its common shares (excluding from such restriction and from the calculation in this paragraph divi- 
dends paid in common shares and common shares purchased, redeemed or otherwise acquired, to the extent 
that they were so acquired in exchange for or from the proceeds of substantially concurrent sale of other 
common shares or out of contributions to the capital of the Company), (a) if, after giving effect to such 
payment or distribution or acquisition, the cumulative aggregate amount of all dividends and distributions 
declared or paid on the common shares and the amount paid for the purchase, redemption or acquisition 
of its common shares subsequent to December 31, 1956 exceeds the aggregate amount of the Net Income 
(as defined in the Subordinated Debenture Indenture) of the Company subsequent to December 31, 1956, 
or (b) if any installment of interest which is due and payable on the Subordinated Debentures has not been 
paid or if any sinking fund payment required to be made in accordance with the provisions of the Subor- 
dinated Debenture Indenture has not been so made. 


Convertible Debentures 


The Company has also heretofore issued under the Debenture Trust Indenture hereinafter referred to, 
$25,000,000 aggregate principal amount of 5% Convertible Subordinated Income Debentures due June 1, 
1988, all of which have been redeemed or converted in accordance with their terms, and $25,088,800 aggregate 
principal amount of 5% Convertible Subordinated Income Debentures due December 1, 1989 (herein some- 
times referred to as the ‘‘Convertible Debentures’), of which as at August 15, 1967 $25,086,700 aggregate 
principal amount were outstanding. 


The Convertible Debentures are issued under a trust indenture (hereinafter sometimes referred to as the 
1963 Debenture Indenture’) made as of March 15, 1963 between the Company and National Trust Com- 
pany, Limited, as Trustee (hereinafter sometimes referred to as the ‘Convertible Debenture Trustee’’), as 
amended and supplemented by an indenture supplemental thereto made as of September 3, 1964 (herein 
sometimes referred to as the ‘1964 Supplemental Indenture’, the 1963 Debenture Indenture as so amended 
and supplemented by the 1964 Supplemental Indenture being herein sometimes referred to as the ‘‘Debenture 
Trust Indenture’’). 
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Interest: 


The Convertible Debentures bear interest at the rate of 5% per annum payable half-yearly on June 1 
and December 1 in each year. For the period from October 1, 1964 to October 1, 1967, fixed interest at the 
rate of 5% per annum will accrue and be payable without regard to Cumulative Consolidated Net Income 
(as defined in the Debenture Trust Indenture). 


The half-yearly interest payment to be made on December 1, 1967 will consist of fixed interest as afore- 
said at the rate of 5% per annum accrued for the period from June 1, 1967 to October 1, 1967 and interest to 
the extent hereinafter set forth with respect to the remaining period from October 1, 1967 to December 1, 
1967. Interest with respect to the period from October 1, 1967 to June 1, 1968 at the rate of 5% per annum 
by the terms of the Convertible Debentures will accrue and be payable only in an aggregate amount not 
exceeding Cumulative Consolidated Net Income for the period commencing on January 1, 1965 and ending 
on December 31, 1966. In accordance with the terms of the Debenture Trust Indenture, the Company has 
filed a certificate with the Convertible Debenture Trustee stating that interest will be paid at the full rate 
of 5% per annum for the period from October 1, 1967 to June 1, 1968. 


After June 1, 1968, interest shall accrue with respect to each Interest Period (as defined in the Deben- 
ture Trust Indenture) only in an aggregate amount not exceeding Cumulative Consolidated Net Income 
for the period commencing on January 1, 1965 and ending on December 31 immediately preceding the 
commencement of such Interest Period. In the event that Cumulative Consolidated Net Income for the 
period commencing on January 1, 1965 and ending on the December 31 immediately preceding an Interest 
Period is less than an amount equal to interest at the rate of 5% per annum on all the Convertible Deben- 
tures outstanding on the November 15 falling within such Interest Period, together with interest previously 
paid on redemptions of Convertible Debentures in such Interest Period, then interest shall be payable only 
to the extent of such Cumulative Consolidated Net Income for such period and one-half of the aggregate 
amount of such interest (after deducting therefrom interest actually paid during such Interest Period on 
redemptions of Convertible Debentures) shall be apportioned among the Convertible Debentures outstanding 
on the said November 15 (payable on the following December 1) and on the May 15 falling within the said 
Interest Period (payable on the following June 1) in the proportion that the principal amount of each such 
Convertible Debenture bears to the aggregate principal amount of all Convertible Debentures outstanding 
on the said November 15 or May 15, as the case may be, provided that in no event shall interest be paid with 
respect to any Convertible Debenture during any Interest Period in an aggregate amount in excess of 5% of 
the principal amount of such Convertible Debenture. 


Interest to accrue on the Convertible Debentures after October 1, 1967 and payable on December 1, 1967 
or on any semi-annual interest payment date in and with respect to any Interest Period or part thereof there- 
after shall not be cumulative, and, to the extent that interest at the rate of 5% per annum shall not become 
due and payable on any such interest payment date, interest in the amount that has not then become due and 
payable shall not thereafter become payable at any time. Interest (other than 1989 Overdue Fixed Interest 
as defined in the Debenture Trust Indenture) will not be payable on overdue interest on the Convertible 
Debentures. 


Conversion: 


Pursuant to the terms of the 1964 Supplemental Indenture each Convertible Debenture is convertible 
at the holder’s option, at any time up to the close of business on December 1, 1974, or, if called for redemption, 
on the last full business day next preceding -the date fixed for redemption of such Convertible Debenture, 
whichever is earlier, into fully paid and non-assessable common shares of the par value of $1 each of the Com- 
pany as constituted on September 3, 1964 (without adjustment for interest accrued on such Convertible 
Debenture or for cash dividends on common shares of the Company issuable upon conversion), at a con- 
version price of $41 per share. 


Additional Debentures: 


The Debenture Trust Indenture contains provisions permitting, subject to certain restrictions, the 
issuance from time to time of additional debentures thereunder without limitation as to aggregate principal 


amount, 
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Subordination: 


The Debenture Trust Indenture contains provisions substantially to the effect that the payment of 
the principal of, premium, if any, and interest on the Convertible Debentures and any additional deben- 
tures issued and outstanding under the Debenture Trust Indenture is and shall be subordinated to the prior 
payment in full, first, of all First Mortgage Pipe Line Bonds of the Company, in accordance with the terms 
of such Bonds, and, second, of all Other Prior Indebtedness (as defined in the Debenture Trust Indenture) 
and that in the event that a Prior Indebtedness Default (as defined in the Debenture Trust Indenture) shall 
have occurred and be continuing, no payment, with certain exceptions, will be made on the Convertible 
Debentures or any such additional debentures. 


The Debenture Trust Indenture also contains a covenant of the Company substantially to the effect 
that the Convertible Debentures and any additional debentures issued under the Debenture Trust Indenture 
rank and will rank pari passu with the Subordinated Debentures and that the Company will not subordinate 
any of its indebtedness to the Subordinated Debentures or the Convertible Debentures or any such addi- 
tional debentures without at the same time subordinating such indebtedness in like manner to the Con- 
vertible Debentures and any such additional debentures or the Subordinated Debentures as the case may be. 


The Convertible Debentures constitute Subordinated Income Obligations as referred to in the first full 
paragraph on page 20 of this memorandum. 


SHARE CAPITAL 


The authorized share capital of the Company consists of 10,000,000 common shares of the par value of 
$1.00 per share, of which 8,226,349 common shares as at August 15, 1967 have been issued and are outstand- 
ing as fully paid and non-assessable, and 1,000,000 Cumulative Redeemable Preferred Shares of the par 
value of $50.00 per share (the ‘‘Preferred Shares’’) all of which have been issued and are outstanding as fully 
paid and non-assessable. 


The Preferred Shares are preferred as to capital and dividends. Fixed cumulative preferential cash divi- 
dends on the Preferred Shares at the rate of $2.80 per share per annum, as and when declared by the Board of 
Directors, are payable quarterly on the first days of February, May, August and November in each year. In 
addition, the Company shall, subject to certain conditions, on or before February 1 in each year, commencing 
with the year 1969, set aside to the credit of a purchase fund account for the Preferred Shares an amount 
equal to 2% of the aggregate par value of the Preferred Shares outstanding on the immediately preceding 
December 31 to be applied by the Company, subject to certain conditions, to the purchase for cancellation of 
Preferred Shares to the extent such shares are available for purchase at a price not exceeding $50 per share 
plus costs of purchase. The Company in each year subsequent to 1969 is only required to set aside an amount 
which shall be necessary to bring the balance in such purchase fund account on February 1 in each year up 
to an amount equal to 2% of the aggregate par value of the Preferred Shares outstanding on the immediately 
preceding December 31. Notwithstanding the foregoing provisions the amount required to be set aside by 
the Company on or before any February 1 shall not be greater than Retained Earnings (as defined in the con- 
ditions attaching to the Preferred Shares) as at the immediately preceding December 31. 


The 1,000,000 Preferred Shares issued and sold carried with them the right to receive Share Purchase 
Warrants conferring the right to purchase an aggregate of 500,000 common shares in the capital of the Com- 
pany at the price of $41 per share (subject to adjustment as provided in the Share Purchase Warrant Inden- 
ture between the Company and Montreal Trust Company, as Trustee dated the Ist day of May, 1966) up to 
and including April 30, 1976. Under the terms of a Deposit Agreement dated as of May 17, 1966 between the 
Company and National Trust Company, Limited, as Depositary, the Depositary was required to mail to each 
registered holder of two or more Preferred Shares of record on August 31, 1966 or such earlier date designated 
by the Company, one Share Purchase Warrant in respect of each two Preferred Shares registered in the name 
of such holder at such date. By notice dated June 14, 1966 the Company designated June 30, 1966 as the 
record date for the determination of the holders of Preferred Shares entitled to receive Share Purchase War- 
rants. Share Purchase Warrants entitling the bearers thereof to purchase 499,951 common shares were 
mailed by the Depositary during the period from June 30, 1966 to and including July 15, 1966. 


No common shares have been issued pursuant to such Share Purchase Warrants. 
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TRANSFER AGENTS AND REGISTRARS 
Common Shares: 


Montreal Trust Company, at its principal offices in the Cities of Montreal, Toronto, Winnipeg, Calgary 
and Vancouver, is the Transfer Agent, and National Trust Company, Limited, at its principal office in the 
City of Toronto, is the Registrar for the common shares in the capital stock of the Company in Canada 
and First National City Bank, at its principal office in The City of New York, N.Y., is the Transfer Agent, 
and Bankers’ Trust Company, at its office in The City of New York, N.Y., is the Registrar for the common 
shares in the capital stock of the Company in the United States. 


Preferred Shares: 


National Trust Company, Limited at its principal stock transfer offices in the Cities of Montreal, 
Toronto, Winnipeg, Calgary and Vancouver is the Transfer Agent and Registrar for the Cumulative Re- 
deemable Preferred Shares in the capital stock of the Company. 


Bonds: 


National Trust Company, Limited, at its principal office in the City of Toronto, is the Trustee for the 
holders of the outstanding Bonds issued under the Mortgage hereinbefore referred to. Registers upon which 
coupon Bonds may be registered as to principal, and upon which fully registered Bonds shall be registered as 
to principal and interest, and upon which transfers of Bonds so registered shall be recorded, are kept at the 
following offices: with respect to the 544% 1978 Series Bonds, 634% 1978 Series Bonds, and 614% 1983 Series 
Bonds, at the principal offices of the said Trustee in the Cities of Toronto, Ontario and Montreal, Quebec; 
and, with respect to the 544% 1978 Series Bonds, 614% 1978 Series Bonds, 534% 1983 Series Bonds, and 1985 
Series Bonds, at the corporate trust office of Morgan Guaranty Trust Company of New York, in The City of 
New York, N.Y. 


Subordinated Debentures: 


Montreal Trust Company, at its principal office in the City of Toronto, is the Trustee for the holders 
of the Subordinated Debentures issued under the Subordinated Debenture Indenture hereinbefore referred to, 
and sufficient facilities by which coupon Subordinated Debentures may be registered as to principal and by 
which fully registered Subordinated Debentures are registered as to principal and interest, and for transfers 
of Subordinated Debentures so registered, are kept by the said Trustee at its principal offices in the Cities 
of Montreal, Toronto, Winnipeg, Calgary and Vancouver, and by First National City Bank, at its principal 
office in The City of New York, N.Y. 


Convertible Debentures: 


National Trust Company, Limited at its principal office in the City of Toronto is the Trustee for the 
holders of the Convertible Debentures hereinbefore referred to. Registers upon which Convertible Deben- 
tures shall be registered as to principal and interest, and upon which transfers of Convertible Debentures 
shall be recorded, are kept by the said Trustee at its principal offices in the Cities of Montreal, Toronto, 
Winnipeg, Calgary and Vancouver. 


FINANCIAL STATEMENTS 


Reference is made to the 1966 Annual Report of the Company for the audited financial statements 
for the year ended December 31, 1966. 
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